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NORMAN R. COLLINS 


University of California, Berkeley 


and 
JOHN A. JAMISON 


Agricultural Marketing Service 


warranted. 


U.S. Department of Agriculture 


This article presents a brief survey of the structure of today’s food market. The authors 
indicate where change is taking place, and point to some adjustments that may be 


The dynamic merchandising techniques which characterize the business of food dis- 
tribution, particularly at the retail level, are having repercussions throughout the market- 
ing structure. The income of the agricultural producer is becoming continually more 
sensitive to the profit determinants of the retailer. Strengthened lines of communication 
from top to bottom are a requisite for profit maximization at all levels. The specifications 
of retail demand provide strong impetus for closer coordination between producers and 
marketing firms. Established marketing institutions in direct contact with the producer are 
obliged to make a critical appraisal of their organization and services in view of the 


changing nature of retailer demand. 


INTRODUCTION 


HE functions necessary to move food 
5 pe grower to consumer, such as 
production, processing, and all levels of 
selling, are becoming highly co-ordinated 
units of a single market system designed 
for an ever enlarging volume of food 


*Giannini Foundation Paper No. 165. 


products. Striking changes are occurring 
in the structure of the food market. The 
retailer in the past decade has assumed 
the position of prime mover in initiating 
a mass-consumption orientation of the 
food industry. Shifts in scale and tech- 
nology have resulted in retailers develop- 
ing price, brand, and promotion policies 
and, most important of all, have in- 


@ About tiie Authors. Norman R. Collins (Ph.D., 
Harvard University) is Assistant Professor of Agri- 
cultural Economics and Assistant Agricultural Econ- 
omist in the Experiment Station and on the Gian- 
nini Foundation of the University of California, 
Berkeley. He has also been Assistant Professor of 
Agricultural Economics and Assistant Agricultural 
Economist in the Experiment Station at Kansas 
State College, Manhattan. 

John A. Jamison (M.B.A., Stanford University) is 
a Cooperative Agent, Agricultural Marketing Serv- 
ice, U. S. Department of Agriculture, employed on 
joint projects with the University of California, 


Berkeley. He has previously served as a District 
Manager of the California Fruit Exchange and in 
various capacities with the sales division of the 
Hawaiian Pineapple Company, Ltd. 

The authors express their appreciation to Pro- 
fessor George L. Mehren for suggestions useful in 
the preparation of this material. His article, “The 
Changing Structure of the Food Market,” Journal 
of Farm Economics, Vol. 39, No. 2 (May, 1957), pp. 
339-353, gives systematic treatment to many of the 
economic changes whose consequences are analyzed 
here. 
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creased their ability to make these effec- 
tive. 

Retailing is the final step in a system- 
atic, co-ordinated marketing program 
in which product planning, procure- 
ment, manufacture, and merchandising 
are integral parts. Effective retailer 
power means that profit determinants of 
the retailer are increasingly important in 
the description and appraisal of the en- 
tire food marketing structure. The line 
of effect through all industry levels is 
neither direct nor uniform but unmis- 
takably present and strengthening. The 
purpose of this article is to consider the 
impact of these changes in the food dis- 
tribution system upon agricultural pro- 
ducers, and their relationships with 
immediate processing and marketing 
agencies. 


CHANGES IN THE FOOD DISTRIBUTION 
SYSTEM 

Today's Retailer 

Today there are approximately 400,- 
000 retail food stores, as compared with 
600,000 in 1939. These 400,000 stores do 
an annual volume of about $47,500,000,- 
000, as compared with $10,000,000,000 
by the 600,000 stores in 1939. In 1939, 23 
per cent of these sales were made by spe- 
cialty stores handling but a few types of 
food items. Today only 10 per cent of 
total retail food sales are made by spe- 
cialty stores.2 Annual surveys of the re- 
tail trade indicate that this trend is con- 
tinuing and has accelerated during the 
past ten years. One-stop shopping dictates 
larger stores and complete food lines. 

Supermarkets—those making annuad 
sales of more than $375,000—number 
only g per cent of the total stores, but 
they do 62 per cent of the business. Su- 
perettes with annual sales of $75,000 to 

? The Progressive Grocer, Facts in Food and 
Grocery Distribution (New York, 1940 edition), pp. 


2-3. The Progressive Grocer, Facts in Grocery Dis- 
tribution (New York, 1957 edition), pp. 2-3. 


$375,000 represent 23 per cent of the 
stores, but make 28 per cent of the sales. 
Hence, approximately go per cent of to- 
tal food store sales are credited to only 
32 per cent of the stores.* 

New supermarkets aim for at least 
$30,000 in weekly sales; and of those in 
operation today almost one half gross 
more than $50,000 weekly. Square foot- 
age alone indicates the tendency toward 
volume operation. From an average of 
1,200 square feet twenty years ago, to- 
day’s store measures an average of 15,000 
square feet. Increased utilization of fa- 
cilities through longer store hours and 
evening and Sunday opening has also 
contributed to larger store volumes. Store 
layout provides for faster flow of custom- 
ers and less delay at check-out stands. 

The number of items handled contin- 
ues to increase averaging about 5,000 
items today, compared with less than 
1,000 items twenty years ago.° New food 
and nonfood products of all types ac- 
count for nearly 20 per cent of sales.® In- 
ventory turnover has not declined even 
with the huge increase in number of 
items handled. This has been possible 
only through careful choice of products 
and merchandising methods. 

Chain and independent stores both 
figure prominently in these develop- 
ments. There has been very little change 
in the relative position of chains and 
independents in total food sales since the 
middle 1930's. Chains presently account 
for 37 per cent, and independents for 63 
per cent of total food sales.? With expan- 


* The Progressive Grocer, Facts in Grocery Dis- 
tribution (New York, 1957 edition), pp. 8-9. 

*“Retailers Tie in with C-7 Promotion,” Western 
Grower and Shipper, Vol. 27, No. 6 (June, 1956), 
P- 52. 

* Robert W. Mueller, “Movements in the Retail 
Distribution of Food in the U. S.,” Journal of Farm 
Economics, Vol. 37, No. 2 (May, 1956), pp. 336-347 
at p. 339- 

° Same citation, p. 342. 

"The Progressive Grocer, Facts in Grocery Dis- 
tribution (New York, 1957 edition), p. 15. 
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sion of store size has come the tendency 
to increase area of operations and total 
volume of business. This means multipli- 
cation of units through building new 
stores and through merger. During 1955, 
over 1,600 stores were affected by 45 
transactions involving the acquisition of 
two or more stores.* Most of these stores 
were added to only nine firms.® 

There are indications that numerous 
“competitive” mergers occur to protect 
retailer market position in addition to 
size and other advantages gained. Often 
it is easier to expand to better locations 
through acquisition than through build- 
ing new stores on available sites. Evalua- 
tion by investment institutions of the 
financial strength of food retailers gen- 
erally indicates the definite advantage of 
wide geographical dispersion, large re- 
sources, and integration of manufactur- 
ing and distributive facilities. Financial 
requirements will probably encourage 
the horizontal, and possibly the vertical, 
expansion of medium-sized regional 
chains within the next ten years.’° 

The vertical integration movement of 
the larger chains is indicated by the fact 
that the four largest national chains, do- 
ing about 18 per cent of the total food 
store business, all own and operate bak- 
eries, milk-processing plants, coffee-roast- 
ing plants, and numerous distributing 
warehouses.'! Three of these own and 
operate canneries and general manufac- 
turing facilities for processing and pack- 
aging bulk products. Two own and 

* William Applebaum and David Carson, “Super- 
markets Face the Future,” Harvard Business Re- 
view, Vol. 35, No. 2 (March-April, 1957), pp. 123-135 
at p. 129. 

* National Association of Retail Grocers, The 
Merger Movement in Retail Food and Grocery Dis- 
tribution (Chicago: January, 1956), p. 11. 


* Applebaum and Carson, same citation as foot- 
note 8, p. 134. 

"The Progressive Grocer, Facts in Grocery Dis- 
tribution (New York, 1957 edition), p. 17. Moody’s 
Industrial Manual, American and Foreign (New 
York: Moody's Investment Service, 1956), pp. 1073- 
1074. 


operate egg exchanges and candling 
plants, and butter and cheese factories. 
At least one owns and operates laundries, 
bottling plants, poultry and meat dress- 
ing facilities, and produce-packing plants. 
The large chains have integrated pur- 
chasing departments which operate as 
buying organizations in producing areas. 


Today’s Wholesaler 


The organization and operation of the 
wholesaling segment have become ad- 
justed to changes in retailing methods.'* 
While large chains have tended formally 
to integrate the wholesaling function 
within their organizations, 44 per cent 
of the total grocery store sales in 1956 
(compared with 2g per cent in 1947) 
were made by independents who buy 
through co-operative voluntary 
wholesaling These provide 
their members with most of the advan- 
tages of a formally integrated wholesal- 
ing function. A recent development in 
expanding the services of the wholesaler, 
particularly the voluntary group whole- 
saler, has been the increased scope of 
financial aid to retailers. Although ex- 
tended credit to new stores has been gen- 
eral for some time, more direct aid in the 
form of guaranteeing loans to retailers, 
assuming building mortgages, leasing 
store buildings to retailers, and related 
types of assistance are widespread." 
Often the group name is widely used and 
group brands merchandised. Wholesal- 
ing can be characterized as becoming less 
of an independent, profit seeking func- 
tion and more of an integral part of the 
retail organization. 

* Robert W. Mueller, “The New Look of the 
Wholesale Grocery Industry,” address delivered be- 


fore the National American Wholesale Grocers As- 
sociation, Chicago, March 7, 1956. (Mimeographed.) 
® The Progressive Grocer, Facts in Grocery Dis- 
tribution (New York, 1957 edition), p. 15. The 
voluntary group is usually sponsored by an estab- 
lished wholesaler. The co-operative group's facilities 
are retailer owned and managed. 
“Same citation, p. 16. 
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Today’s Processor 


Food processors have increased greatly 
in their importance to total industry ac- 
tivity as the consumer has demanded 
more “built in” convenience features in 
food products sold at retail. Value added 
by manufacture to food and kindred 
products increased from $3,500,000,000 
in 1939 to $13,500,000,000 in 1954."° 

Processors are faced with increasing in- 
vestment in equipment and _ facilities. 
Internal adjustments relating to private 
label products, lengthened product lines, 
and coordinated promotional programs 
are necessitated. The shift of many steps 
in food preparation from the kitchen to 
the processor, while it has vastly in- 
creased processor operations, has not had 
the effect of strengthening consumer- 
product control by processing firms. 


Interrelationship of Retailer and Re- 
tailer-Supplier Activity 


An understanding of the impact of 
these changes in market organization re- 
quires knowledge of the internal policies 
and practices now appropriate for firms 
at each level of the distribution process. 
Retail profit policy is concerned with the 
commodity mix sold, product differentia- 
tion, promotion and advertising, and 
pricing. To accomplish profit-maximiza- 
tion objectives, it is recognized that these 
interrelated retail activities must be sub- 
jected to a single authority with respon- 
sibility for the income position of the 
entire operation. 

Commodity mix has centered on items 
geared to one-stop shopping; established 
products with new flavors, colors, sizes, or 
packages; and really new convenience 

* U. S. Bureau of the Census, Census of Manu- 
factures: 1947 (Washington: U.S. Government Print- 
ing Office, 1949), pp. 21-22. (Statistics of Industry, 
Vol. 2.) Also, Preliminary Report, 1954 Census of 
Manufactures, General Statistics for the United 
States, by Industry Group and Industry: 1954 and 


1947 (Washington: U. S. Government Printing Of- 
fice, 1956), pp. 4-5 (Series MC-G-1). 


products. More nonfood items are car- 
ried. Product differentiation tends to 
become store differentiation. Private la- 
bels strengthen consumer loyalty to the 
store—not to the supplier. Retailers feel 
that space is best used merchandising 
their own brands, that better margins can 
be obtained for their own labels, and that 
the threat of underpricing by competi- 
tors on the same brands is minimized. A 
recent survey indicates that, among sec- 
tional chains and local supermarkets, 80 
per cent of the stores surveyed were car- 
rying more private label goods than five 
years ago. The national chains were not 
included in this survey, but it is assumed 
from past performance that they are even 
more inclined to use private labels.!° The 
national brand supplier is being forced 
to find new ways to combat or adjust to 
this trend. 

No longer are retailers dependent 
upon point-of-sale, intrastore promo- 
tional procedures. Large-scale advertising 
and promotional programs reaching a 
wide area are techniques with which re- 
tailers can compete very effectively with 
other segments of the food industry. Re- 
tail pricing policies are becoming more 
dependent upon internal cost-volume- 
turnover relationships than upon sup- 
plier influence. 

With the position of the retailer be- 
coming clearly established, his procure- 
ment policies and practices have stimu- 
lated adjustments at all supplier ievels. 
More purchasing is now accomplished on 
a straight price and specification basis. 
This has tended to decrease price negoti- 
ation and expand retailer relationships 
with suppliers in order to coordinate such 
functions as product planning, new prod- 
uct development, procurement, manufac- 

*R. G. Zimmerman, “The Third Revolution in 
Food Distribution,” Twenty-Eighth Boston Confer- 
ence on Distribution (Boston: Retail Trade Board, 
1956), pp. 74-77 at p. 76. (Survey by Super Market 
Merchandising conducted in 1955 covering 99 com- 
panies controlling 1,600 supermarkets.) 
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turing, packaging, labeling and promo- 
tion, sales methods and organization, and 
market testing. The processor’s control 
of important characteristics of consumer 
demand has diminished. Bulk specifica- 
tion items are handled by direct sale. 
Processors have been forced to seek 
products which are more effectively dif- 
ferentiated and methods which are not 
easily duplicated by retailers. 


IMPACT UPON THE AGRICULTURAL 
PRODUCER 


Changes which have occurred through- 
out the food distribution system have had 
a substantial impact on agricultural pro- 
ducers and their relationships with im- 
mediate processing and marketing agen- 
cies. Organization and operation of the 
marketing system are major determinants 
of farm demand. Farm level demand may 
be considered a “derived demand” but 
not in the usual, strict sense of a net 
price-quantity relationship. Marketing 
and distribution costs are not determined 
in a perfectly competitive market and 
then subtracted from the consumer-de- 
mand schedule to obtain the producer- 
demand curve.’* Not only are there no 
uniquely determined processing and dis- 
tribution costs to be subtracted, but the 
dimension of demand is much more com- 
plex. 


Attributes of Today’s Agricultural Mar- 
ket 

An important change in the organiza- 
tion of the food market is the concentra- 
tion of buying power reflecting the 
expansion in quantity of food purchases 
made by a relatively few large retail 
chains and groups of independents. To 
an increasing extent producers are not 
growing for an “open” market which will 

* Karl A. Fox, The Analysis of Demand for Farm 
Products (Washington: U. S. Government Printing 


Office, 1953), p. 18. (U. S. Department of Agricul- 
ture Technical Bulletin No. 1081.) 


take whatever product happens to be 
offered but rather for a market where the 
buyer has considerable discretion over 
the terms of purchase. 

Two changes have taken place in buy- 
ing practices of the retail segment. ‘These 
are represented by the trend toward di- 
rect buying, and the tendency to gain 
closer coordination with — suppliers 
through some type of vertical integra- 
tion. Chain-buying organizations have 
been designed with an eye toward in- 
creasing direct purchases from growers 
or local assemblers such as producer co- 
operative associations or other first han- 
dlers. They tend to by-pass auctions, 
consignment markets, and _ wholesale 


commission markets and thereby effec- 
tively shorten the marketing and distri- 
bution channel.'* Retailer requirements 
have come to bear much more directly 
on the producer. 

Today’s large retailer does not simply 


accept whatever is shipped to a terminal 
consignment market. Supplies available 
from these markets do not satisfy the re- 
quirements of mass merchandising, that 
is, large and stable supplies of a product 
of uniform and acceptable quality. The 
terminal market, such as the New York 
fruit auction, was developed as a collec- 
tion point for individual shipments from 
widely scattered loading points. Each lot 


* These trends are indicated by the following 
statement from the 1956 Annual Report of the 
California Fruit Exchange: “The ever-growing in- 
fluence of chain stores, large and small, coupled with 
the demands of members for f.o.b. sales, had its 
effect on our sales and distribution program. Of the 
total car movement, nearly 65 per cent of the ton- 
nage was sold in private sale markets and the re- 
mainder at auction in this country and in various 
foreign markets. The percentage of f.0.b. and private 
sales has been gradually increasing in recent years, 
while the percentage sold at auction has slightly de- 
clined. Another outstanding feature of the year’s 
business was the heavy increase in California sales 
for consumption within the state and to larger 
chains distributing from California points of origin 
to destinations within and outside the state.” The 
Blue Anchor, Vol. 34, No. 1 (February, 1957), pp. 
10-19 at p. 11. 
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is individually sold. Relatively small buy- 
ers, for whom these markets were de- 
veloped, are able to fill their require- 
ments of quantity and quality by careful 
selection among the lots presented. Each 
buyer’s wants can be satisfied due to the 
wide variety of product specifications 
available. The large retailer cannot af- 
ford to depend upon this type of market 
to fill his demands. 

Consider the transactions made on a 
terminal auction market. The buyer has 
no way of influencing the specifications 
of the products offered for sale except 
insofar as price conveys this information. 
As has often been observed, price serves 
very imperfectly to perform this compli- 
cated task of tailoring product specifica- 
tions to what the buyer really wants. The 
variables other than specific physical 
product characteristics, such as volume 
offered on a particular day, weather con- 


ditions affecting consumption, or unu- 
sual transportation situations such as de- 
lay, strikes, and car shortages, exert 
influences on market price that cannot be 
interpreted with precision sufficient to 
govern producer activities in attempting 
to satisfy retailer specifications. Market 


decentralization has changed institu- 
tional methods associated with price de- 
termination. Little is known about the 
repercussions of this on farm prices. 

In order to maintain better coordina- 
tion between the retail level and the pro- 
ducer, the retailer has integrated with 
other marketing and distribution func- 
tions. As has been indicated, retailers in 
general and large chains in particular 
own and operate a wide variety of proc- 
essing and handling activities. Not only 
does the operation of these activities give 
control of that particular function, but 
it moves the retailer that much closer to 
the producer and facilitates more effec- 
tive influence over his activities. 

The necessity to work more closely 


with the supplier has resulted in an al- 
tered relationship between buyer and 
seller. The buyer makes an active effort 
to influence product specifications of- 
fered. Demand at the consumer level ac- 
tually is a system of demands for a myriad 
of product classes where each class is de- 
fined by a set of specifications. Which of 
these product class demands are passed 
on to the farmer is affected to a large ex- 
tent by the profit determinants of the 
retailer. As a result, farm-level demand 
has become structured in terms of a 
much narrower range of product speci- 
fications since only one or very few of 
the product classes are chosen by the re- 
tailer to be offered to the consumer. 

Product attributes desired by the retail 
segment are those compatible with the 
mass, self-service merchandising tech- 
niques used. Consumer demand charac- 
teristics are considered jointly with the 
cost structure of retail operations in ar- 
riving at these requirements. Important 
to the effectiveness of present-day retail 
methods is that a lesser variety of each 
type of product is offered for sale, and 
concentration is focused on volume items 
sold on low margins.’® For such reasons 
the profit position of mass food distribu- 
tors has become increasingly sensitive to 
variations in certain product character- 
istics. 

Important to self-service operations 
are such product features as pleasing ap- 
pearance, desirable size, and good condi- 
tion which can be maintained during 
expected shelf life. Attractive display is a 
basic tool of mass merchandising and 
adaptability to this device is a preferred 
product characteristic. Emphasis on self- 
service and impulse buving increases the 
value of eye appeal. Handling ease is 
often an issue between retailers and sup- 


* Richard B. Heflebower, “Mass Distribution: A 
Phase of Bilateral Oligopoly or of Competition?” 
American Economic Review, Vol. 47, No. 2 (May, 
1957), PP. 274-285 at p. 275. 
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pliers. Size and weight of master con- 
tainers, standardized box size, and pack- 
age shapes to fit store facilities are just a 
few of the areas having cost implications 
for the retailer. 

High sales levels are maintained by 
offering continuously available supplies 
of those products whose characteristics 
have earned substantial consumer ac- 
ceptance. It is not desirable to alter prod- 
uct offerings to the degree that extensive 
sales promotion methods are necessary 
to encourage purchases. Volume move- 
ment requires stability of supplies to 
avoid out-of-stock situations disruptive 
of the continuity of consumer purchase 
patterns. Uniformity of product attri- 
butes is vital for the same reason and also 
increases adaptability for prepackaging. 
Large retail buying organizations give 
emphasis to obtaining a high degree of 
stability of purchase prices over time. 
Variations in retail prices, in addition to 
having what many consider unfavorable 
effects on consumer purchase reactions, 
present a problem of store price mark- 
ing and accounting made major by the 


extremely large number of items han- 
dled. 


Integration of Farm Production and 
Marketing Activities 

The changing retail requirements 
have been translated back toward the 
producer as a functional relationship 
now expanded to include a comprehen- 
sive list of product characteristics as in- 
dependent variables affecting price. The 
most significant impact upon the farm 
producer of the changing demand struc- 
ture of agricultural products has been to 
increase the dependence of his profit po- 
sition upon actions taken by other pro- 
ducers and marketing agencies. Many of 
the product specifications now desired 
by retail organizations can be provided 
only as the result of a rather narrowly 
defined combination of actions by both 


producer and marketing firms. Others 
may be largely satisfied by the producer 
but only if the purchase requirements 
are transmitted to the farm level with 
sufficient precision. Satisfactory co-ordi- 
nation of such functions physically per- 
formed by separate ownership units may 
best be obtained through an increase in 
the extent and degree of integration of 
these functions under some form of joint 
decision-making body. 

This discussion will concentrate on the 
vertical integration that has been encour- 
aged between producers and marketing 
agencies at the first-handler level.*° Al- 
though integration is defined in a variety 
of ways in economic literature, it is used 
here in a general sense to mean the ex- 
istence of some measure of coordination 
of the decision-making processes of two 
or more stages of production. The exist- 
ence of this phenomenon is- obviously 
not new to the western region, and it did 
not have as its only cause the changes in 
market structure discussed earlier in this 
paper.*! These recent events, however, 
have intensified the desirability and, in- 
deed, the necessity for the reallocation of 
certain decision-making responsibilities 
between growers and first handlers. 

Just as there are many reasons for these 
integrated relationships, there is a vari- 
ety of forms which such interfirm coordi- 
nation can take. Contractual arrange- 
ments exist between many vegetable crop 
producers and processors. Local commis- 
sion merchants have expanded their op- 
erations to include financing and_per- 

* As used in this article, first handler refers to 
marketing firms in direct contact with the producer, 
such as packers, processors, and other assemblers. 
Centralized sales departments of producer co-opera- 
tives are considered an integral part of these firms. 
Processors purchasing through co-operative bargain- 
ing associations are included as first handlers. 

See W. F. Mueller, and N. R. Collins, “Grower- 
Processor Integration in Fruit and Vegetable Mar- 
keting” (paper delivered at the American Farm 


Economic Association Annual Meeting, August go, 
1957)- 
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formance of production activities. Some 


fresh-market shippers have formally in- 


tegrated into production and also con- 
tract early in the season with a number 
of growers for their output. Bargaining 
co-operatives have been initiated pri- 
marily for the purpose of co-ordinating 
matters of consequence to fruit and vege- 
table producers and processors.” And, of 
course, producer marketing co-operatives 
are excellent examples of one form of 
producer-first handler integration. 

The changed methods of food distribu- 
tion have given strong impetus to fur- 
ther integration along these lines in or- 
der to achieve adequate fulfillment of 
retailer-desired specifications. One group 
of product attributes can be attained 
principally through appropriate produc- 
tion practices at the farm level. These 
include size, variety, appearance, and a 
number of other quality-determining 
characteristics. To obtain satisfactory 
producer action, information on the par- 
ticular attributes desired must be mean- 
ingfully transmitted to the grower. 

The question, then, is: What is the 
most appropriate method for transmit- 
ting the relevant characteristics of the 
demand relationship? The price mecha- 
nism may seem to be the most suitable 
device, but by itself it cannot accomplish 
this task. In fact, there would be little 
need for many of the integrated relation- 
ships cited above if price provided the 
desired coordination of firm operations. 
The complexity of the demand function 
plus the uncertainties surrounding inter- 
firm relationships in general make it difh- 
cult, if not impossible, for the producer 
to translate a price quotation (particu- 
larly if this is only an estimate of a future 
price at time of harvest) first into the set 


=U. S. Farmer Cooperative Service, Proceedings 
of the Conference on Fruit and Vegetable Bargain- 
ing Cooperatives held on January 12 and 13, 1957, 
Chicago, Illinois (Washington, D. C.), 68 pp. (Mime- 
ographed.) 


of product characteristics that is implied 
and then in turn into a set of production 
operations to achieve this result. The 
more complex the set of specifications 
becomes for any product, the more diffi- 
cult it is to reflect it to the grower in a 
payment system alone. 

In order to obtain the desired supply 
response at the producer level, an inte- 
grated relationship has often been pro- 
moted in which the marketing agency is 
granted some decision-making power 
over specific production practices. A con- 
tract is usually the legal basis for such 
arrangements. Provisions are frequently 
included for control of such production 
methods as fertilization, irrigation, and 
insect control measures; planting dates; 
and maturity standards and harvesting 
techniques. 

Not all of the product specifications 
that are most important to profitable 
retailer operations can be effectively 
achieved by actions taken independently 
by either an individual farm producer or 
marketing agency. To meet these specifi- 
cations, producer and _ first-handler ac- 
tions must be combined in particular 
proportions to attain optimum adjust- 
ment of their combined efforts. This sit- 
uation has also increased the necessity 
for integrating farm production activities 
with the operations of marketing firms 
at the first-handler level. 

Among the attributes requiring co-or- 
dination between these two levels are 
uniformity of product, stability of sup- 
ply, and availability of large volumes. 
Since farms are relatively small, the out- 
put from a large number of separate 
ownership units must be coordinated to 
supply retail requirements adequately. 
Vertical integration of the activities of a 
group of growers with those of a market- 
ing firm is probably the most effective 
device to achieve desired horizontal in- 
tegration or coordination at the producer 
evel. 
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Without producer co-ordination, the 
grading, sorting, packing, and processing 
activities alone cannot satisfy the uni- 
formity requirements. If each grower 
makes his production decisions independ- 
ently, raw product quality, varieties, and 
other attributes can easily be so diverse 
that desired uniformity is to be achieved 
only at the expense of satisfactory volume. 
Efficient plant operation and stability of 
production in most processing industries 
are very dependent upon the character- 
istics of the raw product supplied. The 
sensitivity of the income positions of 
both producer and first-handler firms to 
the actions of the other encourages in- 
creased integration. 


Producer Co-operative Marketing Asso- 
ciations 


There are many problems associated 
with implementing this increased inter- 
firm co-ordination. Of particular impor- 
tance to the western region are the activi- 
ties in this regard of producer marketing 
co-operatives. Since growers actually own 
and operate assembly, processing, and 
selling facilities, one might conclude that 
an ideal framework exists for adjusting 
producer activities to market demands. 
The methods and techniques employed 
by most co-operative organizations, how- 
ever, do not seem to facilitate, much less 
guarantee, optimum co-ordination. 

The attainment of decision-making 
control over members’ production prac- 
tices is not one of the historical objectives 
of marketing co-operatives.** Character- 
istically, the member has remained 
largely autonomous with respect to the 
making of production decisions. The task 

* Professors Bakken and Schaars have presented 
a list of the “basic principles” of producer co-opera- 
tive marketing associations. Control over members’ 
production practices was not included. H. H. 
Bakken, and M. A. Schaars, The Economics of Co- 


operative Marketing (New York: McGraw-Hill 
Book Co., 1937), p. 166. 


of the co-operative organization, then, 
consists primarily of preparing the prod- 
uct in the most advantageous manner 
through grading, sorting, or processing, 
and then selling it for the highest possi- 
ble return. A constraint is placed upon 
co-operative management since its func- 
tion is to prepare and sell what is deliv- 
ered by the members. When any element 
of an integrated enterprise is forced to 
take essentially as ‘‘given”’ the actions of 
other elements, the total economic re- 
turn will be less, and perhaps much less, 
than if lines of authority are instituted 
to co-ordinate the decision making for all 
components. 

Along these lines, the statement of the 
sales manager of the California Prune 
and Apricot Growers Association is of 
interest: “Our problem this year is to 
find a way to persuade shoppers to pur- 
chase Mediums and Breakfast Prunes 
when they actually want Large or Extra 
Large.” And “. . . growers would be far 
better off in their total returns and our 
job would be a lot less difficult if they 
were to adopt cultural practices that fa- 
vored the production of a larger propor- 
tion of prunes of carton ‘quality and 
sizes.”’"** A reappraisal of the relationships 
of co-operatives with their membership 
is needed to determine the possibilities 
for better achieving this co-ordination 
within the co-operative framework. 

The marketing problems facing pro- 
ducer co-operatives require more than 
the adjustment of packing, processing, 
and selling methods. These are impor- 
tant, however, and co-operatives have 
been and will continue to be prominent 
in the development of better handling 
procedures and facilities. The providing 
of product features desired by the retail 
segment will necessarily involve in- 
creased handling costs and increased ton- 
nage of low-value, unsalable, or culled- 


*Sunsweet Standard, Vol. 39, No. 9 (February, 
1956), pp. 2-3 at p. 2. 
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out products unless correlative adjust- 
ments are made in production practices. 

Within the co-operative structure, pay- 
ment procedures granting premium 
differentials for desirable product charac- 
teristics are a usual method of influenc- 
ing production practices. The weaknesses 
(cited above) associated with the use of 
the price mechanism to coordinate pro- 
duction decisions, of course, also apply 
to the use of payment differentials as a 
satisfactory integrating device. Certain 
other difficulties also present themselves. 
The increasing differential in selling 
costs between products meeting the spe- 
cifications demanded by mass distribu- 
tors and those for which other outlets 
must be found is seldom considered in 
co-operative payment systems. Yet the 
selling expenses for disposing of small 
quantities of nonstandardized products 
are relatively greater. 

Although payment systems are being 
improved along these lines, it is doubtful 
that information on demand characteris- 
tics conveyed in this manner can ever be 
adequately translated by the member in 
terms of the most appropriate production 
practices. For this reason some co-oper- 
ative organizations have taken steps to 
exert control over production methods. 
The Poultry Producers of Central Cali- 
fornia have promoted a dry brush egg 
program and farm refrigeration. Some 
measure of grower resistance has been en- 
countered by co-operative groups when 
instituting such changes. One member of 
the Poultry Producers expressed himself 
this way: “Good _ producer-Association 
relations are naturally important. One 
accepts and even seeks sound advice, but 
no one likes to be dictated to (even when 
the iron fist is wrapped in a bonus). First 
there was insistence on dry cleaning, now 
refrigeration. What next?” The co-opera- 
tive management replied that, in order 
to “satisfy the consumer we advised 
our members with respect to quality pro- 


grams on the ranch, such as avoiding egg 
washing which was hurting our quality 
and causing consumer dissatisfaction, 
and our advocation of farm refrigeration, 
which has proven generally that it can 
assist in delivery of quality eggs to the 
consumer,”’?5 

Citrus associations have taken over 
some of the spraying and harvesting for 
their members. Field departments have 
been expanded in order that more time 
may be spent with growers in planning 
their activities. Through their supply de- 
partments, recommended varieties of 
rootstock and improved insecticides are 
offered to members. Although active con- 
trol of production practices through 
grower co-operative organizations Is not 
widespread at the present time, future 
developments in co-operative marketing 
will undoubtedly include achieving such 
integration as one of the basic objectives. 


SOME QUESTIONS 

The implications of the changing 
structure of the food marketing system 
suggest a research approach which con- 
siders more explicitly the interdepend- 
ence of firms at all levels. Answers to 
these kinds of questions are required: 
What are the effects of the various meth- 
ods of integration on farm income? What 
is the influence on farm prices of the de- 
creased importance of the terminal auc- 
tion and consignment markets? What 
adjustments are appropriate in the inter- 
nal organization and methods of opera- 
tion of established marketing agencies if 
the extent of integrated interfirm activity 
is increased? What are the possibilities 
for making these adjustments within the 
co-operative organizational structure? 
Mass merchandising and related develop- 
ments are raising issues which can be 
specifically considered only through in- 
tensive study of such problems. 


* Nulaid News, Vol. 34, No. 4 (September, 1956), 
pp. 22-25 at pp. 22 and 24. 
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Many businesses appear on the American marketing scene every year, to help the con- 
sumer in the fulfillment of his needs, wants, and desires. Most eventually fail, or at best 
survive in a marginal fashion; a few become pre-eminently successful. An intriguing and 
ever present question is what makes for the difference. 

One possible approach in the search for the “extra” ingredient may lie in the marketing 
policy formulation process as carried on by management within successful firms. Using 
this particular orientation, three key marketing policies have been woven into this brief 


history of the Jewel Tea Company. 


BACKGROUND 


ARKETING students are constantly 
looking for new approaches to 
marketing knowledge. During the in- 
fancy of the subject most of the emphasis 
was placed upon the commodity ap- 


proach whereby individual goods were 
traced as they flowed through the chan- 
nels of distribution. At a later date the 
focus of attention shifted to the middle- 
men who implemented the flow of goods; 
later still, the various jobs performed in 
the marketing process were scrutinized. 
These two approaches were termed re- 
spectively, institutional and functional. 
Only slight and incidental attention has 


@ About the Author. The research reported upon in 
this article reflects three interests of the author, 
namely, marketing history, food retailing, and 
marketing policy formulation. Dr. Wright is an 
Associate Professor of Business Administration at 
Montana State University where he teaches market- 
ing and advertising. He has taught at San Diego 
State College where he also served as Chairman of 
the Department of Marketing, and he has held 
teaching or research positions at The Ohio State 
University and the University of Southern Cali- 
fornia. 

Most of the materials in this article were collected 
for inclusion in a doctoral dissertation entitled The 
Development of Policies Affecting the Marketing 
Operations of the Jewel Tea Company, Inc., 1901- 
1951 submitted by the writer to the Graduate 
School of The Ohio State University in 1954. 


been given to the historical aspects of 
marketing, even in the face of growing 
interest in business history. 

The present article illustrates how 
marketing knowledge can be increased 
by means of a study of the forces, factors, 
men, and policies which have influenced 
the growth and continued success of one 
firm engaged in distributive pursuits. 
From a series of similar historical studies, 
worthwhile generalizations about mar- 
keting could probably be drawn. 

The firm chosen for analysis was the 
Jewel Tea Company, Inc. At least two 
factors were instrumental in the choice of 
this company. First, it is the dominant 
firm in a highly specialized form of retail- 
ing, the so-called “home-service indus- 
try,” as well as holding an important 
place in the food-chain-store field. Sec- 
ond, the business affairs of Jewel have 
been sufficiently varied so that its man- 
agement has frequently been called upon 
to act with enterprise and imagination, 
thereby providing an interesting story of 
the problems, challenges, and techniques 
to be found in market management. An- 
other important factor, of course, is that 
the writer was fortunate in receiving the 
wholehearted support and co-operation 
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of the company management in his re- 
search. 

The Jewel Tea Company is actually 
two distinct businesses operating under 
joint management. The Home Service 
Routes Department consists of approxi- 
mately 2,000 routes in forty-one states. 
Each route is operated by a driver-sales- 
man who calls on a set of customers once 
every two weeks in order to sell them 
coffee, tea, spices, and other relatively 
high-unit value food specialties. In 1956 
sales of this division were nearly $78 mil- 
lion, or 23 per cent of the company total 
for the year. 

The other segment of the enterprise is 
the Retail Food Stores Department, a 
collection at yearend 1956 of 184 stores 
operating in the Chicago metropolitan 
area. (A merger with the Eisner Grocery 
Company early in 1957 added 41 stores to 
the chain.) Sales volume in 1956 was 
slightly in excess of $257 million, or 77 
per cent of the company’s total retail 
volume.2 A manufacturing division is 
also maintained which is particularly im- 
portant for its coffee-roasting activities. 

Whatever its shortcomings from the 
viewpoint of historical research, the 
tenet, “an institution is but the length- 
ened shadow of a man,” is quite useful in 
the organization and presentation of his- 
torical materials. Accordingly, the years 
from 1901 to 1957 are divided into five 
periods here. Each period reflects the 
strengths and weaknesses of the various 
managers in their responses to internal 
and external pressures on the marketing 
operations of the firm. 


THE SKIFF-ROSS ERA: 1901-1916 


Frank Skiff, a small-town boy from 
Newton, Iowa, moved to Chicago in 1898 
and started to work as a solicitor for the 

+1956 Annual Report, Jewel Tea Company, Inc., 
p. 2. 

? Same reference. 


India Tea Company, a “tea-wagon’”’ com- 
pany. The next year he formed a partner- 
ship which rented a horse, bought a 
wagon, and started business with a capi- 
tal fund of $700. The operation was 
marginal, and the partnership was soon 
dissolved. A problem was posed for Skiff, 
for he did not wish to return to the small 
town. Finally he persuaded Frank P. 
Ross, his brother-in-law, to enter into 
another partnership in February, 1901. 
This date marks the start of continuous 
business operations by the Jewel Tea 
Company. 

The new company was a sounder en- 
terprise than Skiff's first endeavor, princi- 
pally because of sounder financing which 
permitted bulk buying of stock. The 
partners were ambitious, spending their 
days in solicitation of orders and their 
evenings packing coffee and order-pick- 
ing the next day’s deliveries. Sales for the 
first year were $11,000. When sufficient 
money was available, that is, enough to 
buy a wagon and horse, a new route was 
started. A financial balance was first 
struck in 1903, and the company was 
found to be worth $25,000. An Illinois 
corporation was formed with that capi- 
talization figure. The company built a 
manufacturing plant in Chicago in 1909, 
reflecting the degree of private-brand de- 
velopment which was taking place, par- 
ticularly in coffee roasting and packag- 
ing. Sales reached the million dollar 
mark in 1910. Naturally the growth in 
sales was accompanied by a substantial 
increase in field operations. One hun- 
dred routes were first operated in 1909; 
the number of routes totaled more than 
400 in 1912, and had risen to 850 by the: 
end of 1915. From a one-wagon operation 
with sales of $11,000 the company had 
grown to 850 units with a sales volume of 
over $8 million in a period of fifteen 
years. How this record was established 
makes for an interesting exposition of 
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marketing policy—formulation and ex- 
ecution. Two policies, premium mer- 
chandising and premium advancement, 
can be said to have been crucial in the 
early success of the Jewel Tea Company. 


Premium Merchandising 


When the brothers-in-law, Skiff and 
Ross, joined together in 1901 to pick up 
the remnants of Frank Skiff’s previous 
foray in the “tea-wagon”’ business, there 
was nothing new in the method of opera- 
tion they adopted. At this time three im- 
portant policies were generally in force 
within the industry: (1) premium mer- 
chandising; (2) scheduled delivery; and 
(3) cash-only sales. Thus, at the begin- 
ning the partners were merely policy 
adopters, but their talents and inclina- 
tions soon led them to venture into areas 
of policy adaptation and innovation. 
Their skill in policy adaptation to the 
needs of their particular company can 
be illustrated best by an examination of 
the premium merchandising policy. 

“A premium is a product of considera- 
ble value relative to the product bought 
that is given as a bonus for buying the 
product.’* The premiums offered by the 
Jewel Tea Company fell within this defi- 
nition. 

Premium merchandising in the United 
States is traditionally traced to B. T. Bab- 
bitt, who, in 1851, hit upon the plan of 
giving free lithographic pictures to 
housewives in exchange for soap wrap- 
pers. His idea of selling packaged soap 
had been unsuccessful until the premium 
idea was adoptéd.* Tea and coffee mer- 
chants were not slow in incorporating 
the premium principle into their method 
of operation, substituting a check or 
coupon plan for the wrapper idea. When 
a pound of tea or coffee was purchased, a 

* Marketing Handbook (New York: The Ronald 


Press Company, 1948), p. 507. 
*Same reference, p. 508. 


coupon, usually packed in the container, 
was given the customer. These coupons 
were accumulated until a specified quan- 
tity was held and then exchanged for a 
premium. This plan of merchandising 
acted as a customer-tying device, for the 
housewife would usually continue buy- 
ing from the company until she had 
saved enough coupons to obtain a pre- 
mium. 

The management of the Jewel Tea 
Company promoted this merchandising 
technique more aggressively than com- 
peting home-service operators. An im- 
portant factor in this improved adapta- 
tion was a shrewd selection of premiums. 
The choice of Haviland chinaware as 
premium merchandise was either a 
stroke of genius or-of good fortune, for 
it was an ideal item for aggressive pro- 
motion. A product known for its high 
quality, Haviland chinaware seemed out 
of the financial reach of most housewives. 
Premium merchandising by the company 
made its ownership a possibility. For ex- 
ample, a Number 1 Haviland plate was 
given with the purchase of two pounds 
of coffee or a pound of tea. Coffee sales 
spiraled even at company prices of 
twenty-five cents a pound at a time when 
grocery stores charged only seventeen 
cents. 

The company kept abreast of changing 
patterns of consumer buying habits. Dur- 
ing one period of three years the com- 
pany merchandised as premiums over 
one million “Cake-Safes,” a device per- 
mitting the transportation of cakes from 
the home to the church bazaar, etc. Later 
a glassware set called “Golden Glow” 
was eminently successful, with 1,500,000 
pieces given as premiums in a two-week 
sales period, and 6,800,000 in two years. 
The company was an important factor in 
the introduction of aluminumware to 
the American home, to such a degree that 
nearly the entire output of one leading 
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manufacturer was taken. In the 1930's 
the process was repeated in the case of 
small electrical appliances. 

The basic problem inherent to pre- 
mium merchandising is, of course, cor- 
rect premium selection. A qualified staff 
of premium buyers ever alert to chang- 
ing customer habits must be maintained. 
The drive for new premiums has a dark 
side, as the line can soon become exten- 
sive instead of selective. Spur-of-the-mo- 
ment enthusiasm in the selection of pre- 
miums can lead to later entries in the 
minutes of the board of directors’ meet- 
ings reading “premium line reduced 
from 181 to 83.” Field testing before 
company-wide adoption and employment 
of the old merchandising principle which 
recommends the promotion of a few fast- 
selling items furnish two safeguards 
against poor premium choice. Further- 
more, the premium constitutes an im- 
portant selling cost for the company. For 
every dollar of sales to Routes Depart- 
ment customers a certain amount of pre- 
mium credit is granted. This figure 
reached more than twenty cents on the 
dollar during the years 1939-41, and 
rarely was less than twelve cents until 
after World War II when it declined to 
less than eight cents in 1951. Even if a 
50 per cent reduction is assumed in con- 
verting from retail to wholesale prices, 
it can be seen that premiums add to the 
cost of doing business up to as much as 
ten per cent. 

The pattern followed granting 
profit sharing credits is interesting. In 
depression years liberality is in evidence, 
while in war years the shortage of pre- 
miums and the problems of route opera- 
tion call for a tightening in the use of the 
device. Since World War II company mer- 
chandising philosophy has been aimed 
at the low price-quantity selling goal, and 
premiums have been deemphasized. 

While home-delivery service and prod- 


uct differentiation in the form of quality 
products cannot be disregarded, it is un- 
likely that appreciable sales volume 
could be achieved in the home-service 
industry without the existence of the 
premium. It has been the basic attraction 
for the customer over the years. The hu- 
man desire for “something for nothing” 
is exploited adroitly. 

The policy has been significant to the 
Jewel Tea Company because it has been 
promoted aggressively and used to good 
advantage. The selection of quality pre- 
miums which came in sets has tended to 
make both the processes of getting cus- 
tomers originally and retaining them for 
a period of time easier than they ‘were 
for competitors. A clear case of excellent 
policy adaptation is provided in the pre- 
mium merchandising activities of the 
Jewel Tea Company. 


The Advanced Premium 

One objection was frequently raised 
when the partners were presenting their 
proposition to a prospective customer, 
namely, that she had saved coupons of 
another company only to have it cease 
operations before a sufficient number 
had been accumulated for premium re- 
demption purposes. The early years of 
the twentieth century were characterized 
by a high mortality rate in the home- 
service industry, for the field was over- 
crowded with small volume operators. 
Thus, customer objection was founded 
upon sad experience, and it was hard to 
overcome even by a salesman as persua- 
sive as Frank Ross. 

The story of how the advanced pre- 
mium policy came into being is an inter- 
esting study of policy formulation.*® Mr. 
Ross was engaged in advance selling in 
the Chicago stockyards area. One pro- 
spective customer ordered him from her 


5 John Watson Wilder, Human Values: The Story 
of Jewel, unpublished manuscript, 1934 (?), pp- 2-4. 
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porch when he started his solicitation. 
He finally was able to get her to explain 
her grievance, which was the old familiar 
story of coupon saving to no avail. A 
challenge to Frank Ross’s selling ability 
had been presented. He offered her a set 
of Haviland chinaware, telling her it 
could be earned by purchasing Jewel 
products. The company would trust her, 
and she would have use of the premium 
during the earning period. The woman 
was intrigued, and an innovation in 
home-service merchandising was born. 
The rapid growth of the Jewel Tea Com- 
pany sprang from this sales interview. 

Premium advancement brings about 
the need for appreciable amounts of ad- 
ditional capital. From the time the 
housewife receives a premium until it is 
earned through the accumulation of 
profit-sharing credits, the premium is in 
effect the same as merchandise stored in 
a warehouse. Outstanding premium bal- 
ances at retail per route have ranged 
from a low of $1,251 in 1944 toa high of 
$2,296 in 1937. (Outstanding premium 
balance per route is arrived at by totaling 
the amounts owed by each individual 
customer on a route for premiums cur- 
rently being earned.) 

In 1951 the figure was $1,617, and the 
company operated 2,089 routes. Inven- 
tories in customers’ homes in the form of 
advanced premiums amounted to ap- 
proximately $3,400,000 at retail, or 
nearly $2,000,000 at cost. 

At the same time, merchandising strat- 
egy poses a paradox respecting invento- 
ries, for each customer's account must 
have a minimum, as well as a maximum, 
limit. Another premium-earning pro- 
gram must be sold the customer when 
her premium balance becomes low, or 
she may discontinue buying from the 
company when the present premium is 
earned. 

The advanced premium policy is the 


most important innovation given to the 
home-service field of business operation 
by the Jewel Tea Company. For the com- 
pany the policy furnished the vehicle 
which led to industry dominance. New 
customers were added rapidly to com- 
pany route books, for customer skepti- 
cism was minimized. The advance sales- 
man not only had quality premiums to 
entice the housewife, but he could now 
approach a prospective customer with 
confidence as a representative of a firm 
with such apparent financial strength 
and belief in the benefits of its method 
of distribution that it could entrust 
quantities of merchandise to the honesty 
of its customers. A sound merchandising 
program was being built step by step. 


EXPANSION AND COLLAPSE: 1916-1919 


Frank Skiff now felt the company had 
reached its zenith, and he wished to with- 
draw some of the fruits of fifteen years of 
hard work. This desire led to the New 
York incorporation of the Jewel Tea 
Company, Inc., on March 9, 1916, thus 
setting the stage for the next two periods 
in company history. 

The capital structure of the new com- 
pany consisted of 40,000 shares of $100 
par 7 per cent cumulative preferred stock 
($4,000,000) and 120,000 shares of $100 
par common stock ($12,000,000) for a 
total capitalization of $16,000,000. The 
trouble the company soon experienced 
in its financial affairs can be traced to 
this capitalization. On its initial Balance 
Sheet actual tangible assets equalled 
$6,317,117.82, probably of exaggerated 
values. Balanced against the preferred 
stock issued, a sum of $2,917,117.82 re- 
mained as equity for an issue of $12,000,- 
000 in common stock. Good will ac- 


counted for the discrepancy; it was given 
a value of $12,000,000, an amount equal 
to all the common stock. When the com- 
pany encountered a period of reduced 
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earnings, dividends were not paid even 
to preferred stockholders. 

Both Skiff and Ross remained as paid 
managers of the new corporation which 
began a period of reckless expansion. 
Ross’s optimistic philosophy of limitless 
growth seems to have taken hold, and 
Frank Skiff's conservatism weakened, 
possibly because his financial interest 
had lessened. The expansion program 
for 1916 had as its major objective the 
doubling of the number of routes op- 
erated. This was nearly accomplished, for 
at year end there were 1,645 routes, only 
55 short of the goal. New areas were 
opened to company operations, includ- 
ing New England, the Rocky Mountain 
states, and the West Coast. Prior growth 
had been rather orderly, with concentric 
circles fanning out from the home area 
of Chicago; now expansion leap-frogged 
over large regions. 

Sales volume for 1916 was nearly $13 
million, and net earnings totaled almost 
one and one-half million dollars, or 1114 
per cent of sales. There was no visible 
evidence of impending disaster. Fur- 
ther expansion was planned, but April 
brought American participation § in 
World War I and new problems. Man- 
power for the first time became difficult 
to obtain. Costs of raw material and of 
production increased substantially in 
1918 to add to the intensification of op- 
erating problems connected with the la- 
bor force. Furthermore, the government 
commandeered the company’s plant at 
Hoboken, and the necessary substitute 
arrangements pushed costs even higher. 
While total sales remained approxi- 
mately the same, net earnings in 1918 
fell to less than $700,000, a drop of over 
$850,000. 

By midyear 1919 the old management 
was forced out in face of failure and 
under fire. The original founders of the 
company had shown definite skill while 


in the establishment phase of the com- 
pany cycle. Moreover, they had abilities 
suitable for the expansion stage, barring 
unusual external developments. Their 
weakness was to be found in the lack of 
talents needed when a program of con- 
solidation was in order. The investment 
bankers who floated the 1916 stock issue 
felt a definite obligation to their custom- 
ers, and took over management of the 
firm in July, 1919. Nevertheless, the first 
loss ($1,607,602) was sustained that year. 
In October John M. Hancock joined the 
management team, and the fight for sur- 
vival began. 


HANCOCK AND RE-ENTRENCHMENT: 
1919-1924 

During World War I Captain Han- 
cock, a nineteen-year Navy veteran, was 
in charge of Navy procurement, a posi- 
tion which exposed him to contacts with 
many prominent businessmen. Lehman 
Brothers, a New York investment firm, 
persuaded him to join the Jewel Tea 
Company management as Administrative 
Vice President in order to introduce con- 
trol methods to the company’s operation. 
President Raymond E. Durham, a Chi- 
cago banker who entered the Jewel man- 
agement as an interim president in July, 
1919, and his assistant faced a steadily 
worsening situation. After an inspection 
of all field operations, a program of con- 
traction was set into motion with the 
planned elimination by March 1, 1920, 
of all routes averaging less than $200 per 
week. In the fall of that year a re-en- 
trenchment program was inaugurated, 
with a reduction of the number of routes 
from 1,600 to 1,000 as its goal. 

President Durham became a prophet 
of doom, pessimistically stating that the 
home-service method of merchandising 
was outmoded and economically un- 
sound. His solution was sale or liquida- 
tion. The results for 1920 were the worst 
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in company history, past or future. With 
a sales volume of more than $1714 mil- 
lion, a net loss of over $2 million was 
incurred. No buyer could be found, and 
reliance had to be placed upon re-en- 
trenchment if anything was to be sal- 
vaged. 

By February, 1921, it could be re- 
ported to the Board of Directors that the 
business had returned to a profit-earning 
basis, albeit on a much smaller sales base. 
Hancock was largely responsible. He not 
only established improved control meth- 
ods in purchasing and distribution, but 
gave attention to expense reduction, sales 
volume increases, and higher gross mar- 
gins. He was rewarded with the presi- 
dency in April, 1922, and by June, 1924, 
when Hancock resigned to become a 
partner in Lehman Brothers, a pattern of 
regular, healthy growth was being set. 
Problems facing management were rou- 
tine in nature, such as face executives of 


any going business. Stability had been 
returned to the company, and the re-en- 
trenchment program was a success. 


THE KARKER PERIOD OF STABILITY AND 
MATURITY: 1924-1942 

Navy-style management, with its em- 
phasis on control, was to be perpetuated 
by the elevation of Maurice Karker to 
the company presidency. Karker came 
from the Navy in 192 to fill the vacancy 
created when Hancock became _presi- 
dent; now the company was to enter into 
an era of even more closely controlled 
operations under his leadership. The fi- 
nancial strength of the company grew 
steadily. Sales volume followed a pattern 
of gradual increase with significant de- 
clines recorded only in the depression 
years of 1931, 1932, and 1933. These de- 
clines were mainly due to lower price 
levels rather than loss of unit sales. The 
improvement in sales volume was due 
principally to a route-expansion pro- 


gram, scientifically planned and cau- 
tiously executed, calling for the addition 
of from ten to fifty new routes annually. 
During the 18-year period 610 routes 
were added, an average of 34 per year. 
Company sales volume for 1942 was 
nearly four times that of 1924. Consistent 
earnings accompanied the increase in 
sales and were stabilized at around $114 
million in the late 1930's and the early 
1940's. Close control over expenses was 
largely responsible for fine earnings at a 
time when many other businesses were 
experiencing difficulty. 


The Decision to Enter the Chain-Store 
Field 

Although the importance of Karker’s 
efficient management to the continued 
success of the company is not to be un- 
derestimated, undoubtedly his greatest 
contribution came in the decision of the 
company to diversify its activities by 
entry into the food-chain-store field, a 
move which eventually led the company 
to a position, now held, as the leading 
food retailer in the Chicago area. 

The management of the company de- 
cided in March, 1932, to purchase eighty- 
one grocery stores located in Chicago. 
With the exception of four stores, the 
units were owned by Loblaw Groceterias, 
Inc., a Canadian firm caught during the 
depression in an over-expanded condi- 
tion. A small chain of four units was also 
purchased mainly to obtain the services 
of an experienced manager for the new 
department. The total cost was approxi- 
mately one million dollars. 

The first indication of company in- 
terest in this form of diversification 
appeared in the report of President Dur- 
ham to the Board of Directors on July 8, 
1920. He pointed out the increasing 
growth of cash-and-carry chain grocery 
stores and expressed the feeling that the 
Jewel Tea Company should explore the 
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possibility once out of its difficulties re- 
sulting from World War I. The idea was 
presented at Board meetings periodically, 
but management attention was focused 
on getting the route business in a profit- 
able condition. 

The success of their endeavors was 
noteworthy, for by 1925 a surplus of 
nearly one million dollars had been 
earned. Additions were made to this fund 
as the years went by until the company 
owned a block of Government bonds val- 
ued at $1,550,000 in 1930. The time 
seemed at hand for action on President 
Durham’s recommendation of the pre- 
vious decade, and the company’s research 
department started investigating possi- 
bilities. Therefore, when the Loblaw in- 
terests let it be known that they were 
ready to slough off their Chicago opera- 
tion, a favorable mental and _ financial 
climate for purchase existed within the 
Jewel Tea Company organization. The 
threat of local legislation against house- 
to-house peddling in the form of the so- 
called “Green River Ordinance” also 
contributed to the decision, although the 
prime movers were the desire for expan- 
sion and undoubtedly the embarrass- 
ment resulting from the wastefulness in- 
herent in the non-use of large quantities 
of capital funds. 

The decision to enter the grocery 
chain-store field has had many salutary 
effects upon company operations. The 
most obvious values are to be found in 
the contribution made to sales and prof- 
its. After a slow start the stores gradually 
produced a larger and larger percentage 
of company business. By World War II 
approximately 60 per cent of all company 
sales were produced by the Chicago re- 
tail stores operation. 

The wisdom of the decision is clearly 
illustrated by an analysis of sales figures 
during the war period. The Home Serv- 
ice Department apparently is capable of 


successful operation under both depres- 
sion and prosperity conditions, but war- 
time (with its shortages of manpower, 
merchandise, and gasoline) seems to 
place insurmountable obstacles before a 
home-service company. In 1942 and 1943, 
65 per cent of company sales were made 
by the Food Stores Department. Immedi- 
ately following the war a return to the 
old ratio was experienced, but by 1951 
the wartime level of 65 per cent was 
again approached. The Food Stores De- 
partment was definitely becoming more 
dominant in the affairs of the company. 
By 1956 the ratio stood at 23 per cent for 
the Home Service Department, and 77 
per cent for the stores division. The 
trend is likely to continue. 

Sales volume alone, however, is not 
particularly significant when considering 
business efficiency. More important is the 
contribution to earnings made by the 
Food Stores Department. For the first 
four years the chain stores were a drain 
on route earnings, and it was not until 
1938 that a significant contribution of 9 
per cent was made to over-all company 
profits. Thereafter, steady improvement 
was recorded, with a peak of 50 per cent 
of the total earnings being reached in 
1943. The return of favorable operating 
conditions after the war permitted the 
Home Service Departmént to account for 
70 per cent of operating profits, based on 
approximately 40 per cent of the com- 
pany sales volume in 1946. The year was 
not a typical one, as chain stores were 
faced with rising operating costs and 
price ceilings, a combination which 
makes profits hard to achieve. For some 
years a normal relationship seemed to be 
for the routes to contribute 60 per cent 
of profits and the stores 40 per cent, the 
seeming paradox resulting from the 
higher gross margins obtained in route 
operations and the intense competition 
in the grocery store field. Currently, a 
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reasonable guess would place the Home 
Service Department’s contribution at 
slightly over 30 per cent. The change is 
attributable to the problems being en- 
countered in the field operations of the 
route’s division plus the increased size 
and efficiency of the food chain opera- 
tion. 

Two questions might be asked about 
Jewel's outstanding success in the retail 
food store field: (1) Why has the com- 
pany been so successful? (2) Why has the 
firm failed to expand geographically, 
electing instead to concentrate in the 
Chicago area? 

A number of factors may be cited in 
response to the first question. In the fall 
of 1933 a business consultant, R. R. Up- 
degraff, was engaged to ascertain why the 
food-stores operation was not successful. 
As a result of his investigation a set of 
guiding principles known as “Jewel's 
Ten Commandments” was devised.® 

In abbreviated form the “Ten Com- 
mandments” were: 


1. Clean and White Stores. 
Friendliness. 
. Self-service. 
. True Quality. 
Freshness. 
Low Prices. 
Honest Weights. 
. Variety of Foods. 
g. Fair Dealing. 
10. Jewel Guarantee. 


These rules were consumer oriented. 
Chicago housewives began to regard 
Jewel stores as desirable places in which 
to shop. Soon after, the meat department 
was used as a traflic-builder by offering 
top quality merchandise at prices which 
were highly competitive. Another factor, 
more than likely, was a superior state of 
morale among the company’s employees 


*Franklin J. Lunding, Sharing a Business (Scars- 
dale, N. Y.: The Updegraff Press, Ltd., 1951), p. 29. 


because of personnel policies which were 
enlightened in contrast to other food 
chains, For instance, the company’s em- 
ployee-incentive plans are based upon 
over-all company profits rather than 
those of individual stores. Moreover, 
management has striven to make the 
company a “good place to work” in many 
other ways, reflecting the motto, “A Bet- 
ter Place To Work; A Better Place To 
Trade.” 

Strong management faith in the effi- 
cacy of close control undoubtedly is the 
principal reason that Jewel has remained 
local in its sphere of operation. It is well 
known that many local concerns in the 
supermarket field compete successfully 
with national and regional chains be- 
cause of the greater flexibility which is 
thereby possible. Jewel provides a case in 
point, for it is the leading food retailer 
in Chicago, even though National Tea, 
A & P, and a number of other national 
chains are competing with it. 

Also, prior to World War II the task of 
getting the Chicago operation in satisfac- 
tory working order was paramount, while 
during the war expansion was not feasi- 
ble. Thus, it has only been since 1946 
that geographical expansion could be 
classified as realistic. Overhanging such 
a decision has always been the company’s 
unfortunately wild expansion prior to 
World War I which left an aura of cau- 
tion. At the present time the company 
plans to expand within a 100-mile radius 
of Chicago. At a future date, further ex- 
pansion may come, but one can safely 
predict that each step will be firmly con- 
solidated before another is taken. 


LUNDING DAYS: 1942-1957 

When Maurice Karker returned to his 
Naval uniform in 1942, a new, young, 
dynamic man, Franklin Jerome Lund- 
ing, stepped into the leadership. A lawyer 
by training, he had earned his spurs in 
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the tough arena of Chicago food retail- 
ing. The years of World War II were 
filled with operational problems, such as 
shortages of merchandise to sell, price 
controls, lack of sufficient and capable 
manpower, and restrictions on the use of 
tires and gasoline. Management was busy 
just keeping the business operating. 
Through Lunding’s efforts, sales volume 
and earnings were kept in a satisfactory 
condition. 

In addition to this holding action, 
Lunding was planning for the future. 
The idea of the pilot store and branch 
was adopted to test new merchandising 
ideas, for the new president’s forte was 
in the area of merchandising. The in- 
fluence of the Food Stores Department 
was felt in the routes. New pricing poli- 
cies were adopted with increased sales 
volume at lower margins the avowed 
goal. For some time great hope was held 
in a mail-order selling plan for route 
customers. Catalogs displaying a variety 
of nonfood merchandise were distributed 
by the route salesmen who in turn were 
instructed to inquire on each bi-weekly 
call whether the customer wished to or- 
der any merchandise from its offerings. If 
so, the order was filled through the mails. 
The company objective, of course, was an 
increase in sales volume of high unit 
value nonfood goods; and sales volumes 
of nearly $15 million and $17 million 


were recorded in 1952 and 1953 respec- 
tively. 

Since those years the merchandising 
plan has received less attention with 
items deliverable by the regular route 
method being featured. The emphasis 
has turned to another avenue of possi- 
ble improvement in route operations, 
namely, the consolidation of distribution 
points into Area Distribution Centers, 
each serving 160 to 190 routes within a 
radius of 250 miles. (The old Branch Cen- 
ters serve approximately thirty routes.) 
Furthermore, expansion efforts have 
been away from rural areas and into met- 
ropolitan centers where route salesmen 
can find customers with a minimum of 
time loss through travel. In the Food 
Stores Department new developments are 
typical of the field with bigger and big- 
ger supermarkets, more efficient opera- 
tion, and aggressive merchandising the 
watchwords. 

Thus, the processes of market innova- 
tion, adoption, adaptation, and consoli- 
dation flow on. Present management has 
captured a modicum of the founders’ 
skill in innovation and coupled it with a 
talent for carefully planned expansion 
preceded by proper consolidation of 
gains previously won. In other words, 
“seat-of-the-pants’” leadership has been 
replaced by scientific. management in 
face of a changing market environment. 


RECRUITING AND MAINTAINING 
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This article summarizes the effort involved in recruiting and maintaining a consumer 
panel. The panel was recruited from a population cross-section for the purpose of study- 
ing meat, fish, and poultry demand relationships. The results of several variations in re- 
cruiting this panel—a one-interview versus a two-interview approach, reworking of fam- 
ilies not initially available for an interview versus adding new families to the sample, 
and use of a call-back after the first week of panel membership versus omission of the 
call-back—are also evaluated. As expected, a sizable effort, measured in terms of attempted 
and actual contacts, was involved in recruiting and maintaining the panel. A one-inter- 
view approach used in conjunction with a pre-interview letter but without a call-back 
yielded the most panel members for a given recruiting effort. 


PANEL SELECTION 


ONSUMER panels offer researchers the 
C highly desirable possibility of hav- 
ing cross-sectional data over time. How- 
ever, they also present researchers with 
two major problems: (1) the decidedly 
formidable tasks of recruiting and main- 
taining the panel, and (2) the possibility 
of the panel yielding biased data. This 
article gives an account of the recruiting 
and maintenance of a consumer panel to 
provide data for a study of demand re- 


@ About the Authors. Harry E. Allison is an Assist- 
ant Professor of Business Administration on the 
Berkeley campus of the University of California. 

Charles J. Zwick is an Economist at RAND Cor- 
poration where he is Head of the Systems Group in 
the Logistics Department. 

Ayres Brinser is Director of the Conservation 
and Land Use Program and Lecturer in Economics 
at the Graduate School of Public Administration 
of Harvard University. 

The research on which this article is based was 
done as a group project at Harvard University 
under a grant from the United States Department 
of Agriculture to the Committee on Agricultural 
Research at Harvard University. 


lationships for meat, fish, and poultry.’ 

The unit of observation was the eco- 
nomic family, defined as a group of 
persons living in the same dwelling, 
sharing a common table, and depending 
upon the pooled income of the group for 
most of their support. The population 
that was sampled was restricted geograph- 
ically to the town of Medford, Massa- 
chusetts. The 2,551 families for the 
initial sample were drawn by serial selec- 
tion from the 1950 City of Medford 
directory which listed all persons twenty 
years of age and over. Family groupings 
were approximated for sampling pur- 
poses first by house numbers and then 
by grouping individuals living at the 
same house number on the basis of sur- 
names—a new family grouping being 
made for every set of two or more similar 

*For a more detailed development of the entire 
project see Harry E. Allison, “An Analysis of a 
Consumer Panel as a Source of Demand Study Data,” 
and Charles J. Zwick, “A Study of the Demand 
for Meat,” unpublished Ph.D. dissertations, De- 


partment of Economics, Harvard University, Cam- 
bridge, Massachusetts, 1954. 
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surnames listed under a given house 
number. 

Panel eligibility criteria were estab- 
lished to eliminate certain variables and 
the extreme values of certain other vari- 
ables, which might affect the purchase 
and consumption data being collected 
but which could not be expected to 
yield sufficient panel members for mean- 
ingful analysis. These criteria restricted 
panel membership to families who had 
family incomes between $1,500 and $10,- 
500 after federal income taxes; who had 
at least two but not over four persons 
two years of age and over who normally 
ate at least a total of seven noon and/or 
evening meals per week which were pre- 
pared in the home; who had an average 
of not over two noon and/or evening 
meals per week at which guests were 
present; who purchased at least go per 
cent of their meat, fish, and poultry at 
regular retail outlets; and who belonged 
to the white race. The limiting effect of 
these eligibility criteria on _ specific 
family characteristics should be kept in 
mind in evaluating the results of the 
various tests for family characteristic 
effects presented in this article. 

Panel members were asked to keep a 
daily record of all meat, fish, and poultry 
purchases; of the main dish item and any 
meat, fish, or poultry served at each noon 
and evening meal; and of the age and sex 
of all persons two years of age and over 
eating from the family table. Each form 
covered one week. The records were 
mailed to the study office by the record 
keeper as they were completed. 

A participation reward was offered in 
order to encourage panel membership. 
Budget limitations required that the 
reward be little more than a token pay- 
ment for the effort involved. The 
amount decided upon was $10.00 for 
one year of panel participation. No pay- 
ments were made directly to the panel 


family in cash; instead, the panel family 
was given the choice of selecting a gift, 
valued at $10.00 including handling 
costs, from the prize catalogue of a com- 
mercial concern or of designating a 
charity organization to which $10.00 
would be sent in the family’s name. The 
$10.00 was prorated by a point schedule 
so that a higher premium was attached 
to cooperation over a long period of 
time. 


Field Work 


Approximately 6,175 interviewing 
hours, including about 725 training 
hours, were expended in the panel re- 


cruiting effort. These hours represented 


8,263 attempted recruiting visits and 
yielded 492 panel members. This was an 
average effort of 12.6 hours of interview- 
ing time (11.1 hours if training time is 
omitted) per recruited panel member. 

The 492 families indicating that they 
were willing to participate in the panel 
were 19 per cent of the 2,551 families in 
the total sample, or 49 per cent of the 
1,011 families listed in the final classifi- 
cation as being eligible for the panel. 
The latter 49 per cent ignores the 
eligibles among the no-contact, refused 
to give any interview, and miscellaneous 
groups. 

The phrase “‘no-contact”’ is used in the 
sense that the interviewer failed to se- 
cure a definite positive or negative re- 
sponse from the family either because no 
one was at home, or the family member 
or members relevant to the interview 
were either not at home or not able to 
devote time to the interview. The initial 
policy was to make at least four at- 
tempted visits before by-passing a family 
during any phase of the interviewing. 
This policy was carried out fairly well at 
the outset; but in the latter phases the 
necessary time was not always available. 

It would be more realistic to consider 
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that these latter groups contained about 
the same proportions of eligible and 
ineligible families as did those giving 
sufficient information to determine 
eligibility. Sixty-four per cent of the 
1,580 families giving sufficient data for 
eligibility determination were eligible. 
Thus, 621 of the 971 families whose 
eligibility could not be judged might be 
assumed to have been eligible. This 
would give an estimated total of 1,632 
eligible families of whom 492, or 30 
per cent, were recruited. 

Any family that initially agreed to 
participate in the panel was classified as 
a panel member regardless of whether 
the family ever submitted any records. If 
panel members were defined as those 
families who had submitted at least one 
record, the number recruited would be- 
come 325, and the listed participation 
percentages of 19, 49, and 30 would be- 
come 13, 32, and 20. 


RECRUITING 
Approach 


In the early stages of the recruiting, a 
two-interview approach was used. In- 
formal discussions with other researchers 
prior to the start of the field work had 
yielded strong suggestions that panel 
co-operation would suffer appreciably if 
a rapport-building contact did not pre- 
cede the actual request for panel par- 
ticipation. In addition, a non-recruiting 
initial interview permitted the project 
personnel to have data on the family 
characteristics of the sample on hand 
prior to determining the actual panel 
eligibility criteria. Thus, the initial con- 
tact of the two-interview approach had 
the dual purpose of serving as a rapport 
builder and of securing family character- 
istic data to determine panel eligibility. 
No mention was made of the panel dur- 
ing this initial contact. The justification 
to the respondent for the interview was 


based entirely on a series of general in- 
formation .questions about meat, fish, 
and poultry purchases. Eligible families 
were then interviewed a second time for 
the purpose of discussing panel member- 
ship. If the family was willing to partici- 
pate in the panel, the data collection 
form was explained in detail and the 
family was asked to begin record-keeping 
with that day. Finally the interviewer 
returned after one week on a call-back in 
order to answer any further questions 
and to check over the first record with 
the record keeper. 

As the interviewing for panel partici- 
pation proceeded, it became apparent 
that the number of co-operators among 
the eligible families would fall short of 
the desired initial panel membership. In 
order to supplement the record-keeping 
group, it was decided to make additional 
calls on the no-contact cases of the basic 
sample and then to expand the basic 
sample rather than to resort to the alter- 
native of widening the ranges for eligi- 
bility. For all of these families, the first 
and second interviews of the two-nter- 
view approach were combined into a 
one-contact unit in which eligibility data 
and panel membership were both 
covered. Later the recruiting process was 
even further shortened by eliminating 
the call-back made to go over the first 
weekly record. Actually, the elimination 
of these visits—the second interview and 
the call-back—meant some multiple re- 
duction in the number of attempted 
visits because of the problem of finding 
the appropriate family member both at 
home and with time to devote to the 
interviewer. 

Prior to the first interview of the two- 
interview approach, an attempt was 
made to put the study before the people 
of Medford through newspaper pub- 
licity, discussions on local radio pro- 
grams, and letters sent to the various 


380 


THE JOURNAL OF MARKETING 


April 1958 


local clubs and organizations requesting 
that they urge their members to co- 
operate with the study. Such publicity 
and appeals were based entirely upon 
the research contribution potential of 
the proposed study. For all interviews 
after this, the approach through local 
clubs and organizations was set aside, 
and the newspaper and radio publicity 
was combined with an appeal sent 
through the mail to each of the families 
to be interviewed. 

In the case of the two-interview ap- 
proach, the eligible families were sent 
such a letter before their second inter- 
view. In this letter appreciation was ex- 
pressed for their previous co-operation; 
the nature and purpose of the panel 
were explained; a pamphlet was enclosed 
describing the token payment being 
offered to panel members; and a plea, 
stressing the research contribution as- 
pects, was made for their further par- 
ticipation. 

The one-interview approach families 
were mailed a pre-interview letter which 
made general reference to the study al- 
ready in progress and requested the 
family’s co-operation on the basis of the 
research contribution alone. Actual 
panel participation and the token pay- 
ment for such participation were not 
mentioned in this case until the time of 
the interview. The no-contact families 
that were put into later recruiting phases 
were always sent new letters indicating 
that previous attempts to interv.:w them 
had been unsuccessful but that further 
visits would be made in the hope of 
securing their co-operation. The inter- 
viewers found these pre-interview letters 
particularly helpful in providing them 
with an introductory cue. 


Comparison of the Two-Interview and 
One-Interview Approaches 


On co-operation rate achieved. The 


data of Table 1 suggest that the two- 
interview approach was actually less 
effective in recruiting panel members 
than the one-interview approach—25, per 
cent of the families in the one-interview 
sample agreed to participate in the panel 
while only 18 per cent of those in the 
‘wo-interview sample expressed a_ will- 
ingness to submit records. The hypothe- 
sis of no relationship between inter- 
view approach and indicated willingness 
to participate in the panel was rejected 
at the .o1 level when tested by chi- 
square. It is possible that this failure of 
the two-interview approach to recruit 
more effectively than the one-interview 
approach is only an apparent failure, 
and that an explanation for the out- 
come can be found in variations between 
the two samples over and above the 
interview approach itself. For example, 
the observed relationship between ac- 
ceptance of panel membership and inter- 
view approach may be the result of a 
greater proportion of eligible families in 
the one-interview sample; of a more fa- 
vorable distribution within the one-inter- 
view group of those family characteristics 
related to panel participation; and/or 
of other uncontrolled aspects such as 
changes in field personnel or in their 
effectiveness, families already in the 
panel favorably publicizing the study, 
the circumstances that necessitated that 
the major recruiting efforts of the two- 
interview approach be carried out dur- 
ing the summer period—an unusually 
hot summer—or differences in the formu- 
lation of the request for panel member- 
ship. 

All of these possibilities were checked 
to the degree that the data permitted; 
and while there was some modifying evi- 
dence, the conclusion—that the two- 
interview approach had not achieved as 
high a cooperation rate as the one-inter- 
view approach—still seemed to hold. 
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Regarding the difference in the _per- 
centage of ineligible families shown in 
Table 1, a close inspection of the data 
indicates that apparent differences be- 
tween the two groups with respect to 
eligibility are largely a reflection of the 
results of differences in the two methods 
of recruiting. The one-interview ap- 
proach group had a higher percentage of 
no-contact families and a higher refusal 
rate with respect to giving an interview. 
The former was the result of the one- 
interview group receiving a__ less 
thorough canvassing. The latter was the 
combined result of dealing with panel 
membership in the one-and-only inter- 
view of the one-interview approach, and 
of having panel eligibility criteria al- 
ready established at the time of that in- 
itial contact. 

On co-operation over time. Regardless 
of whether the two-interview approach 
increased the probability of recruiting a 
family, it is possible that the two-inter- 
view approach may have produced panel 
members who were more inclined to 


co-operate over a longer period of time 
than those recruited by the one-inter- 
view approach. That is, the rapport- 
building aspect of the two-interview 
approach may have been reflected in co- 
operation over time as well as, or instead 
of, in a higher initial co-operation rate. 
This possibility was examined through a 
chi-square test of the hypothesis of no 
relationship between the recruiting ap- 
proach and the number of weekly 
records submitted by a panel family. 
This two-by-two chi-square test, which 
classified the panel families by one- 
interview or two-interview approach and 
by whether they had submitted less 
than 26 weekly records or 26 or more 
weekly records, was insignificant at the 
.o5 level. Thus, the hypothesis of no 
relationship was not rejected. 

Checks were made to ascertain if the 
failure to reject this null hypothesis 
could be the result of the one-interview 
panel members having a distribution of 
family characteristics which was more 
favorable to panel co-operation over 


TABLE 1 


DISTRIBUTION OF FAMILIES BY INTERVIEW APPROACH AND BY THE FINAL CLASSIFICATION OF THE 
FAMILIES AT THE CONCLUSION OF THE RECRUITING EFFORTS, MEDFORD, MASSACHUSETTS, 
Marcu-Ocroser, 1952. 


Families in Families in 


two-interview one-interview All 
Final classification approach approach families 
Number 2,097 4978 2,551 
(Per cent) (Per cent) (Per cent) 
Gave first interview and eligible but refused panel. .......... 19 9 18 
Gave first interview and eligible but never interviewed for 
Refused to give any interview. 14 21 16 


* Includes 43 families who are also counted in the two-interview approach because they were no-contact cases in the initial inter- 
view prior to being included in the one-interview approach sample lists. 

> No-contact in the sense that the interviewer failed to secure a definite positive or negative response from the family either be- 
cause no one was at home or the family member or members relevant to the interview were either not at home or not able to devote 


time to the interview. 


¢ Includes such categories as moved since the first interview; empty house; address not located; neighbors supplied data to indicate 
family was either unwilling to give an interview or was ineligible for panel; address actually a business, garage, office or rest home; 
family actually ineligible now; left off second interviewing list by mistake; did not speak English; interviewer suggested another 
visit but it was never made; started interview but incapable of completing it. 

4 Includes 53 families actually listed as eligible by the initial interview and later reclassified by the recruiting interview. 


|| 


382 


THE JOURNAL OF MARKETING 


April 1958 


time than was the distribution of family 
characteristics for the two-interview 
panel members. The results of these 
checks did not lead to any questioning 
of the failure to reject the above stated 
null hypothesis. 

On the number of attempted recruit- 
ing visits per recruited panel member. 
The two-interview approach required an 
average of 19.3 attempted recruiting 
visits per panel member recruited, while 
the one-interview approach required an 
average of 9.4. Some of the gap of 9.9 
attempted visits between the two ap- 
proaches arose from an actual difference 
in the co-operation rates. However, even 
if the two-interview approach had 
achieved the same co-operation rate as 
the one-interview approach, the differ- 
ence in the average number of attempted 
visits per recruited panel member would 
still have been sizable. 

It is possible that variation in other 
aspects than recruiting approach—par- 
ticularly in the proportion of recruiting 
concentrated in the summer period or 
in the thoroughness of the recruiting 
canvassing—may have contributed to the 
above difference in attempted visits. 
However, a check on the two cited possi- 
bilities indicated that it was improbable 
that these aspects accounted for any large 
proportion of the difference in attempted 
visits per recruited panel member be- 
tween the two methods of recruiting. 

It should be pointed out that a given 
difference in the number of attempted 
recruiting visits does not necessarily im- 
ply a proportionate difference in inter- 
viewing hours. It isactually the latter that 
is of interest for estimating time and cost 
budgets and not data on the number of 
attempted visits. However, no reliable 
approximations could be made for the 
average number of hours per recruited 
panel member for each of the two ap- 
proaches because records on interviewing 


hours did not distinguish between the 
approaches. 

Conclusions on the comparison of the 
two-interview and one-interview ap- 
proaches. The number of uncontrolled 
factors makes any conclusions concern- 
ing the difference in initial co-operation 
rates questionable. Nevertheless, the 
data strongly suggest that the two-inter- 
view approach failed to produce any ap- 
preciable results with respect to a higher 
co-operation rate. Comparison of co- 
operation over time for the panel mem- 
bers from the two recruiting approaches 
also failed to reveal any positive benefit 
from the two-interview approach. Fur- 
thermore, there was some suggestion in 
the reasons elegible families in the two- 
interview approach gave for not co- 
operating with the panel phase of the 
study that there could be a debit side as 
well as the hoped-for rapport-building 
side to the two-interview approach. Some 
of these families used their co-operation 
during the first interview as a justifica- 
tion for their refusal to participate in 
the panel—from their point of view they 
had already fulfilled any obligations they 
might have to society to further the 
cause of research by completing the first 
interview. Therefore, they reasoned, 
other families should carry on with the 
study. 

The two-interview approach did 
achieve its purpose of securing data for 
establishing eligibility criteria. In addi- 
tion, it secured much more complete 
data on non-co-operating families than 
were achieved from the one-interview 
approach. These data, in turn, permitted 
a higher degree of evaluation of family 
characteristic biases in the panel than 
would have been possible from the one- 
interview data. However, these gains 
were obtained at some added cost in 
interviewing time as revealed by a 
comparison of the average number of at- 
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tempted visits per recruited panel mem- 
ber for the two-interview and one-inter- 
view approaches. Whether this extra 
interviewing effort is better expended 
through a two-interview approach to se- 
cure family characteristic data prior to 
setting eligibility criteria and to get 
more complete data on non-co-operating 
families or better expended through a 
one-interview approach to recruit a 
larger panel would vary with the partic- 
ular study. 

Much of the problem of incomplete 
data on non-co-operating families could 
be overcome in a one-interview approach 
if, instead of immediately launching into 
a discussion of panel membership, the 
interview were designed to deal at the 
outset with some general information 
questions in the subject area of the study 
—such as was done in the initial contact 
of the two-interview approach—and then 
to get family characteristic data on the 
basis that such data were only back- 
ground material for the analysis of the 
general information, and finally, after 
the background questions were com- 
plete, to move into a discussion of panel 
membership with the eligible families. 
Such a one-interview approach would 
consume more interviewing time in the 
case of eligible families than the one-in- 
terview approach used in this study; but 
there should be some saving of time in 
the case of the ineligible families, as the 
general information questions could be 
covered much more rapidly than could 
an explanation of the panel and of the 
panel eligibility criteria. 

Such a one-interview approach would, 
however, require that panel eligibility 
criteria—if they were to be used—be 
established prior to beginning the field 
work. The eligibility problem could be 
solved by setting flexible eligibility 
criteria that included ample safety allow- 
ances. Then, as the interviewing pro- 


ceeded and information about the popu- 
lation became more complete, the ranges 
of the eligibility criteria could be re- 
duced. Any panel families that were re- 
cruited in the early interviewing and 
later declared ineligible could either be 
notified that they were being dropped 
from the panel or even be left to con- 
tinue in the panel with no time being 
devoted to editing or processing their 
weekly records and with no effort being 
made to reinstate them should they 
choose to drop out. 

Time-saving variations of the two- 
interview approach can be designed if it 
is accepted that the rapport-building 
possibilities of the initial interview are 
zero, or at least insignificant relative to 
the cost involved. For example, the in- 
itial interview may collect general in- 
formation and basic family characteristic 
data as was done in this study. Then, at 
the close of the initial interview, the 
question of panel participation may be 
discussed in terms of probable willing- 
ness to participate should the family 
meet the eligibility criteria to be estab- 
lished later. Such an approach would 
permit the establishing of eligibility 
criteria after family characteristic data 
were available, and would eliminate 
from any listing for the second interview 
those families who initially declared 
themselves unwilling to participate in 
the panel. Without a doubt all panel 
refusals could not be eliminated from 
the eligible families. Some families 
would say “‘yes”” when they meant “no,” 
or would be left in the “maybe” cate- 
gory only to refuse at the time of the 
second contact. However, when facing 
an almost certain high refusal rate re- 
gardless of procedure, a substantial sav- 
ing in interviewer time would be secured 
by eliminating a large proportion of 
these refusals during the first round of 
interviewing. 
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Reworking No-Contact Families 


Three aspects were of interest in the 
reworking of the no-contact families. 
First: was it less efficient to rework the 
no-contact families than to canvass new 
families? Second: did the families re- 
cruited from this group which was more 
difficult to contact for an interview tend 
to be associated with particular family 
characteristics so that their contribution 
to sample representativeness was appre- 
ciable? Third: once recruited, did the 
families from this group co-operate less 
over time than the panel members who 
were less difficult to contact for an inter- 
view, that is, did the same factors or 
characteristics that were associated with 
a greater difficulty to make a contact 
with a panel family also create a climate 
in which it was more difficult to carry 
out the required record-keeping? 

The results of the analysis indicated 
the following: 


1. As a result of the time spacing of the 
recruiting effort, it was possible to secure 
three separate evaluations of the efficiency 
of reworking the no-contact families. These 
evaluations were made in terms of the 
proportion of successful recruiting calls— 
that is, recruiting calls that yielded a panel 
member. In the first of the three evalua- 
tions, families in a no-contact grouping had 
a statistically significant smaller proportion 
of successful recruiting calls than families 
not in a no-contact grouping. In the second 
case, the no-contact families again had a 
smaller proportion of successful calls—but 
not a significantly smaller proportion. How- 
ever, in this second case there were reasons 
to believe that the difference was biased in 
the direction of insignificance. In the third 
case, the difference in proportion of success- 
ful recruiting calls was also insignificant; 
but in this case the no-contact families 
actually had a higher proportion of success- 
ful calls. Furthermore, in this latter case 
there were no indications in the data of 


any bias that would tend to suppress a no- 
contact effect. Thus, while there were 
strong suggestions of a degree of inefficiency 
in reworking no-contact families, the evi- 
dence was not without elements of contra- 
diction. 

2. The panel families that were the more 
difficult to interview were significantly dif- 
ferent from the other panel families with 
respect to the occupational status of the 
meal planner and the number of persons 
in the family when the hypothesis of no 
relationship between the family character- 
istics and the number of attempted recruit- 
ing visits for the panel interview was tested 
by chi-square. Hypotheses of no relation- 
ship between family characteristics and the 
numbers of attempted recruiting visits were 
not rejected in the case of the age, educa- 
tion, and ethnic background of the meal 
planner and family income and composi- 
tion in terms of children and adults. 

The occupational status test indicated 
that, as would be anticipated, the working 
meal planners required more attempted 
recruiting visits than expected on the basis 
of the distribution of attempted recruiting 
visits for all panel families. The test on the 
number of persons in the family indicated 
that the three-person panel families were 
interviewed more readily than expected on 
the basis of the null hypothesis, that is, 
they were more frequent in the one and 
two attempted recruiting visit cells and less 
frequent in the three and four or more 
attempted recruiting visit cells than ex- 
pected. The four-or-more-person families 
displayed tendencies in a similar direction, 
while the two-person families tended to be 
more frequent in the three and four or 
more attempted recruiting visit cells than 
expected on the basis of the null hypothesis 
and less frequent than expected in the one 
and two attempted visit cells. In order to 
determine if the working meal planner and 
the number of persons in the family were 
two separate influences, a check was made 
to see if the two-person families tended to 
include more working meal planners than 
expected on the basis of the distribution of 
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all panel families. The resulting test was 
not approaching significance at the .os 
level; therefore, it would seem justified to 
consider the significant relationships as 
pointing up two different influences. 

The above tests relate difficulty to con- 
tact for an interview to the family charac- 
teristics of only those 492 families joining 
the panel, and not of all 2,551 families in 
the initial sample. Differences between the 
distributions of family characteristics in the 
panel and in the initial sample would in- 
validate the projectibility of the above tests 
to the initial sample. Furthermore, the 
larger size of the initial sample would make 
relationships, that were less important 
quantitatively, statistically significant. 

3. The hypothesis of no relationship be- 
tween the number of attempted recruiting 
visits for the panel participation interview 
and panel co-operation over time was not 
rejected when tested by chi-square. 


Thus, it would seem that there was a 
gain in sample representativeness from 
at least the first reworking of the no- 
contact families at the possible expense 
of less efficient recruiting, but at no 
sacrifice in respect to co-operation over 
time from the panel members who were 
recruited. No data were available on 


efficiency with respect to time and travel ' 


costs per attempted recruiting visit on 
the no-contact group; but since this 
group tended to include rather scattered 
families, time and travel costs could be 
expected to be higher than for other 
families. 


Effectiveness of the Call-Back 


The hypothesis of no relationship be- 
tween a family receiving a call-back and 
the number of records submitted was 
tested by chi-square through comparing 


the distribution of the 9361 panel 
families receiving call-backs and the dis- 
tribution of the 131 panel families 
receiving no call-backs among the cate- 


gories submitted 26 or more records, 
submitted at least two but less than 26 
records, and submitted not more than 
one record. 

The resulting chi-square was not 
significant at the level. The possi- 
bility existed, however, that there were 
significant differences in the family 
characteristic composition of the two 
groups of families, that is, those receiv- 
ing a call-back and those receiving no 
call-back, and that such family character- 
istics were in turn significantly asso- 
ciated with the drop-out rate. If, for 
example, a low level of education for the 
meal planner tended to increase the 
drop-out rate and the group receiving 
call-backs had proportionately more meal 
planners with a low education than the 
group receiving no call-backs, a test indi- 
cating that there was no relationship 
between call-backs and dropping out 
might be deceiving. Tests made to check 
the possibility of such a relationship in 
this particular situation indicated that 
none of the available family characteris- 
tics—family income, religion, and compo- 
sition in terms both of number of per- 
sons and of children and adults and 
education, age, ethnic background, and 
occupational status of the meal planner 
—were suppressing the significance of the 
earlier chi-square test for call-back 
effectiveness. 


PANEL SERVICING 
Weekly Records Received 


There were 7,808 weekly records re- 
ceived from the 492 families that ex- 
pressed a willingness to co-operate with 
the panel. The major attrition occurred 
during initial weeks of membership. 
Thirty-four per cent never submitted 
any records, 11 per cent submitted only 
one, and 6 per cent submitted only two. 
In ali probability a large proportion of 
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these families were those who never 
really intended to keep the records but 
who, when pressed for participation, 
found it easier to assent than to refuse. 
Fight per cent of the 492 families sub- 
mitted only three to nine records; 5 per 
cent, only ten to nineteen; 3 per cent, 
only twenty to twenty-nine; 13 per cent, 
only thirty to thirty-nine; and 20 per 
cent, forty or more. 

A few of the panel members were re- 
cruited as early as the last week of May, 
1952. For these members, the number of 
submitted records could have reached a 
maximum of 53 by the closing date of 
May 30, 1953. Actually, the price and 
quantity data that were analyzed were 
only for the 32-week period extending 
from October 12, 1952, through May 23, 
1953. To be a part of the analysis, a 
family had to have submitted a usable 
weekly record for at least 26 of these 32 
weeks. A usable weekly record is to be 
interpreted here as a record that was 
judged to be complete and accurate 
either upon arrival at the office or after 
editing check-ups. Thirty-one per cent of 
the panel families (that is, 154 of the 492 
families) met the requirements for the 
purchase data analysis. Seventy-nine per 
cent of these 154 families submitted a 
complete set of 32 records for the 
analysis period. Eighty-nine per cent 
either had a complete set or had no more 
than one record missing. The missing 
records tended to be concentrated at the 
beginning and end of the analysis period 
owing to a few families not getting un- 
derway with the others and a few becom- 
ing lax toward the end of the period. 

Actually 170 of the panel families sub- 
mitted 26 or more weekly records; but 
only 154 of these had 26 or more usable 
weekly records in the 32-week period 
from October 12, 1952 through May 23, 
1953. Restricting the purchase data 
analysis to these particular 154 families 


avoided any variation in the purchase 
data from the use of substitute families 
or nonparallel time periods. 


Visits, Phone Calls, and Letters 


Panel servicing included visits, phone 
calls, and letters to deal with attritions, 
editing questions, and personal rapport- 
building matters, such as birthday wishes 
and birth congratulations. In Table 2 
the number of attempted and actual 
contacts have been classified by the 
purpose and the type of contact, and 
subclassified by family groupings based 
on the number of weekly records sub- 
mitted. As woutu be expected, attempted 
and actual contacts to deal with attri- 
tions were largely concentrated on the 
families submitting less than 26 records, 
while the attempted and actual contacts 
for editing and personal purposes were 
almost wholly with those families sub- 
mitting 26 or more records. In total 304 
visits, 1,048 phone calls and 74 letter 
contacts were attempted, with 178 visits, 
588 phone calls, and 74 letter contacts 
actually being completed. The grand 
total of 1,426 attempted contacts and its 
subcategories are a reflection of the time 
involved, while the grand total of 840 
actual contacts and its subdivisions are a 
better reflection of the necessary fre- 
quency of contact. 


Areas of Understatement in Table 2 


Call-backs. The data of Table 2 
understate attempted and actual contacts 
in several ways. First, in the early stages 
of the panel recruiting, call-backs were 
made, after a week had elapsed, on those 
families who agreed to participate in the 
panel. The call-back visit had the 
multiple purpose of rapport-building, 
editing, and dealing with attritions. 
Thus, to some degree, the call-back did 
eliminate otherwise necessary contacts. 
Seventy-one per cent of the families sub- 


JO Jo Saseo ul WAS pue ‘syUaTed Mau ‘Aepy tg Addey Avs 03 Burpying-yioddey q 


bor 


LOS 188 
97 97 

127 


) (4oquenyy ) 


ol 

001 


(4aquiny’ ) (4aquinyy ) 


oll £61 
6¢ 


(4aquinyy) (4aquinyy) 


LY 


ole 
s¢ 


se 


Sol 


18 sel 
Sz 


(4aquinyy) (4aquenyy ) 


sun ipa 


A 


001 


jo saquin 


ponpy padmayy 


ponpy 


ponpy padumayy 


padmayy 


p40904 
jou 


Sp40904 
UDY] SSA] ING OM 
1D 


SP40904 B40UL 40 OZ 


fo 
pun asodang 


jauvg 4of fo 


E961 ‘AVIN-ZS61 ‘AVN 
TANVd “GALLUNANG ATMIAM, JO WIAWAN Ad ‘LOVLNOD 
AMAT, ANV AM ONIDIANAG SLOVLNOD ‘TWALOY ANV GaldWALLY 40 


< 
= 
=) 
Zz 
~ 
= 
~ 
= 
Q 
~ 
~ 
<3) 


387 
| | 
CAD! + 0000 | 
mi 
| + | 
| | 
| 
| 
| 
i+ tOM Quan in 
| 
| 
| ig . 
a a” 
igs 
|S | | | 
N | 
16 
= 
[ -o -o _ 
— 
| i 


388 


THE JOURNAL OF MARKETING 


April 1958 


mitting 26 or more records, 81 per cent 
of those sending in at least two but less 
than 26 records, and 72 per cent of those 
submitting not more than one record 
received call-backs. This made an addi- 
tion of approximately 360 actual con- 
tacts to the total visits made on the panel 
families. The number of attempted 
contacts for the call-back visits were not 
noted on the interviewing card; but on 
the basis of attempted and completed 
panel servicing visits, an estimate of ap- 
proximately 620 attempted contacts for 
the call-back visits would seem reason- 
able. 

Newsletters and gifts. The second area 
of understatement in Table 2 evolves 
around the effectiveness of a series of 
newsletters that accompanied each mail- 
ing of record blanks to the families. The 
policy was to mail out record blanks gen- 
erally in groups of four and occasionally 
as high as six. It was felt that mailing 
intervals of about one month still main- 
tained a feeling of contact between the 
record keeper and the office staff and 
tended to minimize the work involved 
in preparing such mailings. A newsletter 
was prepared to accompany each mail- 
ing. This newsletter served the multiple 
purpose of building rapport and of re- 
minding members of proper record- 
keeping techniques. To the degree that 
either or both of these objectives were 
attained, there was a reduction in at- 
tempted and actual contacts for the pur- 
poses of editing and/or dealing with 
attritions. The letters usually included 
some general personal comments about 
the office staff and cautioned the record 
keeper on the more common mistakes 
and omissions in the record entries. Over 
and above the rapport-building effort of 
the newsletter, a further attempt was 
made to bolster interest by sending out 
small, unanticipated gifts. During the 


early weeks of the panel, the families 
were sent small meat saws. At Christmas 
time a second gift of a cooking spoon 
was mailed to the panel members. 

Closing down the panel. The third bit 
of understatement in Table 2 arises out 
of the work involved in closing down the 
panel. Several things had to be done just 
prior to the dissolving of the panel— 
family characteristics data that may have 
changed during the panel period had to 
be checked for the nature and date of 
any changes; all active families had to be 
interviewed on several subject areas sup- 
plementary to the meat, fish, and poultry 
purchase data analysis; and the desires 
of each family had to be determined 
with respect to type of remuneration for 
its record-keeping efforts. It was de- 
cided that the best way to accomplish 
these ends was through one all-inclusive 
final interview with each active or re- 
cently active panel family. This process 
involved additional attempted contacts 
of 280 visits and 94 phone calls, and ad- 
ditional actual contacts of 169 visits and 
35 phone calls. Two hundred and twelve 
additional letters might also be included 
in both attempted and actual contacts, 
because this correspondence was neces- 
sary in order to complete the final par- 
ticipation reward arrangements and to 
mail out the token payments. 


Grand Total for Visits, Phone Calls, and 
Letters 


When the above three areas are com- 
bined with the panel servicing efforts 
and the panel recruiting efforts, the 
totals for attempted and actual contacts 
become quite formidable (see Table 3). 
About 9,467 attempted contacts were 
made by visit—in about 1 out of 2.7 of 
these visits actual contact was made. One 
thousand and ninety-seven attempted 
contacts were made by phone—in about 
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1 in 1.8 phone calls actual contact was 
made. 


Further Comments on Editing 


The previous discussion has evaluated 
the editing task only from the point of 
view of the efforts involved in getting in 
touch with the panel families in order to 
complete or check the data submitted on 
the weekly records. No mention has been 
made of the time required to check over 
the records themselves. However, the 
number of weekly records that were re- 
ceived—7,808 in all—gives some sugges- 
tion of the man-hours involved in the 
checking operation. 


SUMMARY AND CONCLUSIONS 


Approximately 6,175 interviewing 
hours, ‘including training time and 
around 8,260 attempted field contacts (of 
which about 2,760 represented com- 
pleted contacts), were expended in re- 
cruiting a 492-member panel. One 
hundred and fifty-four of these 492 panel 
members met the requirements for the 
purchase and consumption data analysis 
by submitting a minimum of 26 usable 
weekly records within the 32-week 
period extending from October 12, 1952 
through May 23, 1953. 

Considerable additional effort was ex- 
pended in servicing the panel after it 


Taste 3 


NUMBER OF ATTEMPTED AND ACTUAL CONTACTS CLASSIFIED BY TYPE AND PuRPOsE OF CONTACT, 
MEDFORD, MASSACHUSETTS, MARCH, 1952-May, 1953 


Type and purpose 
of contact 


Actual 
contacts 


Attempted 
contacts 


Visit 


Initial and recruiting interviews............... 


Call-backs (estimate) 
Panel servicing» 
Closing down the panel 


Total (estimate) 


Phone 


Panel servicing” 
Closing down the panel... . 


Pre-interview (estimate)* 


(Number) (Number) 

8,263 2,759* 
620 361 
304 178 
280 169 


9,467 


3,467 


588 
35 


1,048 
49 


Explanation to stores and local organizations (estimate) 


Panel servicing” 
Mailing out record forms (estimate)* 
Closing down the panel 

Total (estimate) 


Total visit, phone and letter (estimate) 


* Includes one actual contact with all of the ineligible families; one actual contact with the one-interview approach families who 
refused to give any interview, who gave an interview but refused to join the panel and who joined the panel; one actual contact with 
the two-interview approach families who refused to give any interview and who gave first interview and were eligible but were never 
interviewed for panel; and two actual contacts with the two-interview approach families who gave first interview but refused to join 
the panel and who joined the panel. 

b Table 2 for a further breakdown of these categories. 

* Included notification that the family would be contacted by an interviewer and some brief statement of the purpose of the con- 
tact. This was done for all stages of interviewing except the initial interview of the two-interview approach. 

4 Included.an outline of the study and a request that the store co-operate with the efforts of panel members to secure accurate 
price and quantity data on their purchases or a request that the organizations urge their members to participate in the study. 

: ¢ Included with the regular mailings of record supplies were: newsletters, always; unanticipated prizes, twice; and a short ques- 
tionnaire, once. 
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was recruited. The total number of 
hours for the combined servicing and 
recruiting effort was not available; how- 
ever, approximately 9,470 attempted 
visits, about 1,100 attempted phone calls, 
and around 4,200 attempted letter con- 
tacts were involved. Of these, about 3,470 
visits, around 620 phone calls, and ap- 
proximately 4,200 letters represented 
actual contacts. 

In general, the experience of this 
study suggests that a one-interview ap- 
proach in conjunction with a pre-inter- 
view letter, but without a call-back, 
yields the most panel members for a 
given recruiting effort. The amount of 
justifiable reworking of the no-contact 
families depends upon the goals of the 
study; but extra effort with the no-con- 
tact cases appears to be a better use of 
interviewing time for most studies con- 
cerned about co-operation rates than 
extra effort in the form of a two-inter- 
view approach. Variations of the latter— 
particularly those not restricting the first 
interview to rapport-building but rather 
including in the first interview some 
discussion of possible participation in 
the proposed panel—would have the ad- 
vantage of providing more definite data 
about the population as a basis for 
setting up eligibility criteria or for 
evaluating representativeness of the final 
panel and should reduce the interview- 
ing effort from that involved in the two- 
interview approach of this study. 

Owing to the relatively small ‘size of 
the panel, every precaution had to be 
taken to maintain membership. There- 
fore, no attempt was made to set up 
formal experimental and control groups 
in order to test panel reaction—as 
measured by attritions and editing prob- 
lems—to such administrative practices as 
newsletters, unanticipated prizes and 


visits, phone calls, or letters covering 
personal matters such as birthday wishes, 
birth congratulations, and death con- 
dolences. However, it was the feeling of 
the administrative group that each of 
these practices was a valuable contribu- 
tor to panel rapport and, therefore, to 
maintaining co-operation over time. In 
addition, the newsletters served as an 
efficient vehicle for sending out mass re- 
minders on proper record-keeping tech- 
niques with a minimum risk of causing 
personal offense to the record keeper. 

Likewise, owing to the desire to secure 
every possible panel member during the 
recruiting phase of the study, no group- 
ings were set up to test the effect of using 
the research contribution aspect alone as 
the incentive to panel participation 
versus the combined appeal of research 
contribution and token payment. After 
the recruiting phase, interviewers ex- 
pressed the opinion that interest had 
been shown in the token payment and 
that in some cases it was apparently the 
token payment that turned the balance 
in favor of the family expressing a will- 
ingness to participate. 

On the other hand, during the final 
interview before the closing down of the 
panel, interviewers found that some 
families had forgotten about their par- 
ticipation reward, while others implied 
that they were indifferent toward receiv- 
ing it. In order to test the effectiveness of 
such a reward, it would be necessary not 
only to compare panel co-operation rates 
achieved during the recruiting interview 
from families recruited by the research 
plea alone and from families recruited 
with the additional offer of bonuses of 
various types and amounts, but also to 
compare co-operation over time for the 
same groups of families. . 


THE MARKETING STRUCTURE OF VENEZUELA 


HARPER W. BOYD, JR., RICHARD M. CLEWETT, 
AND RALPH L. WESTFALL 
Department of Marketing 
Northwestern University 


Venezuela has become the sixth largest market for United States exports. This article 
points out some of the important characteristics of the Venezuelan market, and the 
problems that U. S. firms encounter in selling there. The discussion centers on the mar- 
keting structure and its influence on the further economic development of Venezuela. 


NY analysis of Latin America as a 
A market for U.S. goods or capital re- 
veals the importance of Venezuela. In 
1954 Over 1,300 companies located in 
more than 700 U.S. cities exported goods 
to Venezuela.' Despite its small popula- 
tion (approximately 6 million), Vene- 
zuela is the second best Latin American 
customer of the United States, ranking 
just behind Mexico which has a popula- 
tion roughly five times larger. In 1956 
the U.S. exported to Venezuela $651 
million in goods, thus making this coun- 
try the sixth best U.S. customer in the 


* United States Exports to Venezuela, prepared by 
Economic Specialists, Inc., for Creole Petroleum 
Corporation of Caracas, Venezuela 
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world. On a per capita basis Venezuela 
was second among all U.S. customers— 
$108 versus $254 for Canada.* U.S. ex- 
ports to Venezuela have increased 15- 
fold over prewar levels. 

It is estimated that U.S. businessmen 
have to date invested between $3 and $4 
billion in Venezuela. While a large part 
of this is accounted for by oil and steel 
companies, a substantial number of other 
U.S. firms have recently invested in man- 
ufacturing facilities. Venezuela is the 
world’s largest exporter of crude petro- 
leum. In 1956 she produced a daily av- 
erage of over 2.4 million barrels and ex- 
ported oil valued at $2,151 million of 
which 38.83 per cent went to the U.S. 
U.S. firms that have invested in manu- 
facturing plants in Venezuela include 
Lever Brothers, Procter and Gamble, 
General Foods, Firestone, Chrysler, U.S. 
Royal, General Tire, Pepsi Cola, Coca 
Cola, General Motors, Goodyear, Sher- 
win-Williams, Burlington Mills, and 
Celanese. Sears Roebuck operates eight 
stores in Venezuela. 

Since Venezuela represents such a 
growing and important market for U.S. 
goods and capital, a description and 
evaluation of the Venezuelan marketing 
structure should be of interest. The ob- 


*U.S. Department of Commerce, Statistical Ab- 
stract of the United States, 1957, pp. go4-gog. 

*Same reference, pp. 904, 937-938. 

* Boletin de Estadistica, 1956. 
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jectives here, therefore, are to evaluate 
briefly the following major subjects: the 
consumer; the retail structure; the 
wholesale structure; style, design and 
quality of locally produced goods; and 
advertising and personal selling. 

Venezuelan marketing statistics are 
limited. Therefore, much of the content 
of this article was derived from inter- 
views with a substantial number of 
informed business executives, both 
Venezuelan and American, residing in 
Venezuela, plus firsthand observations 
of marketing activities, particularly re- 
tailing. 


BACKGROUND 


The modern economic history of 
Venezuela began in 1935 with the death 
of the dictator, Juan Vincente Gomez. 
Since then much has been accomplished. 
In 1936 real per capita income was $239; 
by 1956 it had increased to $698.5 In 
recent years substantial increases in ag- 
ricultural and manufacturing produc- 
tion have occurred. Table 1 shows these 
data for 1949 and 1956. 

Venezuelan government policy is: (1) 
to “sow the petroleum” by devoting a 
large share of its revenues to the con- 
struction of public works; (2) to encour- 
age the investment of foreign and pri- 
vate capital; and (3) to give protection 
through high tariffs to selected local in- 
dustries, that is, those which can use 
Venezuelan raw materials. 

As part of its “sow-the-petroleum” 
policy the Venezuelan government has 
spent large sums to modernize the na- 
tion’s transportation facilities. As a re- 
sult of its extensive road-building pro- 
gram almost all of the larger cities are 
within twenty-four hours by truck of 
Caracas, the principal city of Venezuela. 

5 Memoria del Banco Central, 1953. The 1956 esti- 


mate was prepared by an economist working for a 
large oil company in Venezuela. 


TABLE | 


PRODUCTION INDEXES FOR AGRICULTURE, CATTLE 
SLAUGHTERING, AND MANUFACTURING* 


(1948 = 100) 


1949 


93.9 
112.4 


Agriculture 

Cattle slaughtering 

Manufacturing 
Foodstuff 
Textiles 
Leather 
Construction materials 
Tobacco 
Chemicals 
Paper 
Printing 
Wood 


112.6 

95.7 
124.5 
142.2 
109.4 
100.5 

95.6 
147.7 
131.8 

70.5 
120.1 
100.0 
217.5 


Tires 
Electricity 
Metals* 

Oil refining 


* Source: Memoria del Banco Central, 1954 and 1956. 

Includes industrial gas. 

© 1949 = 100; includes car assemblies. 
Existing railways are obsolete by any 
standards, but the Government has a 20- 
year plan to construct some 2,500 miles 
of standard gauge railroad. Air transpor- 
tation provides excellent passenger serv- 
ice to all major cities, and special freight 
planes make daily flights to these same 
cities. International scheduled air lines 
connect Venezuela with the world. 
While coastal water transportation is not 
of great importance, regular schedules 
are maintained between the more im- 
portant ports. 

Imports are an essential part of the 
Venezuelan economy, totaling $1,122 
million in 1956.° The expanded oil pro- 
duction and its export have made avail- 
able the foreign exchange to purchase 
such a large quantity of goods. In 1956 
machinery and apparatus accounted for 
33-5 per cent of all imports; metal prod- 
ucts including consumer durables and 
metals, 23.1; food and beverages, 12.9; 
textiles, 4.7; chemicals, 4.7; minerals, 
glass, and ceramics, 3.8; wood, paper, 
and pasteboard, 2.5; and all others, 14.8.7 


* Memoria del Banco Central, 1957. 
*Same reference. 


1956 

149.0 

171.5 

255.6 

262.0 

164.0 

485.2 

185.4 

285.7 

113.9 

508.8 

301.4 

1,086.0 

358.3 

2,379.7 

1,378.7 
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The Government either owns or is 
connected with such business activities 
as hotels, sugar plantations, sugar refin- 
eries, grain-storage facilities, a copra fac- 
tory, a fish cannery, banks, coal mines, an 
edible-oil plant, diamond mines, ocean 
shipping, air lines, a rice mill, a tele- 
phone company, electric utility com- 
panies, and railroads. The Government 
has stated that it will sell its properties 
when they have “matured” to the point 
where private capital is willing to take 
over. In 1957 the Government divested 
itself of SILSA, its large dairy. 


THE CONSUMER 


From 1941 to 1957 population in- 
creased from 3.9 to 6.1 million.® Part of 
this increase resulted from an aggressive 
immigration policy. Venezuela is no 
longer primarily a rural country. In 
1950, about 46 per cent of the popula- 


tion was classed as rural,® but by 1956 it 


was estimated that this figure had 
dropped to 37 per cent. About go per 
cent of the population resides in the ten 
leading cities, with the Caracas metro- 
politan area accounting for an estimated 
million persons, or about 16 per cent of 
the total.?° 

The 1950 Census of Population re- 
vealed that, of the 875,704 home units, 
nearly one-half (408,803) were ‘shacks’ 
of which only about 5 per cent (24,393) 
had water. (These shacks are small 
“houses” which typically have dirt floors 
and mud, tin, or thatched walls and 
roofs.) In the past several years the Gov- 
ernment has done much to alleviate the 
“shack” situation—especially in Caracas 
—by encouraging the construction of 
low-rent apartment buildings. 

* Venezuelan Census of Population, 1941 and Di- 
reccion de Estadistica, 1957. 

* Same reference, 1950. Rural is defined as living 


in towns of 1,000 or less. 
"Same reference. 


Occupation and Education 


In 1950, 42 per cent of the Venezuelan 
labor force was classed as farmers, as 
compared to 4.3 per cent for the U.S. 
The U.S. has more than twice as large a 
percentage of professional and technical 
workers (8.43 vs. 3.93), managers and ad- 
niinistrators (15.81 vs. 6.90), clerks (12.04 
vs. 4.21), and salesmen (6.86 vs. 3.24). 
The two countries are about the same 
with respect to service workers (10.28 
vs. 11.10).2? 

The literacy rate in Venezuela is 57 
per cent; only about 10 per cent of the 
total population are high-school gradu- 
ates. While the Government has recently 
launched a series of educational programs 
to improve this literacy rate, much re- 
mains to be done. 


Income Distribution 


The distribution of income by house- 
holds is not available from reliable sec- 
ondary sources and, thus, it is necessary 
to rely on informal estimates. There are 
about go00,000 households in Venezuela, 
with an average size of almost seven 
members. One Venezuelan economist 
estimates the income distribution of 
these households as follows: 


Households 
No. 
Under B's 5,000 ($1,500 & under) 
B's 5,000—11,999 ($1,500—3,599) 
B's 12,000—19,999 ($3,600—5,999) 
B's 20,000 & over ($6,000 & over) 


Total 


In evaluating this distribution it is 
important to note that probably one- 
third of all households are at a bare sub- 
sistence level and are “out of the mar- 
ket” for literally all manufactured 

“It is dificult to make a strict comparison owing 
to differences in classifications and definitions. The 
data are estimates only. Basic sources are the U.S. 


1950 Census of Population and the Venezuelan 
1950 Census of Population. 
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goods. Venezuela had little or no middle 
class until about fifteen years ago, but 
such a class is now emerging and is ex- 
pected to grow rapidly as the result of 
rapid industrialization and _ large-scale 
hiring by the Government. 


Consumer Buying Habits and Motives 


Of all the Latin Americans, Vene- 
zuelans come closest to possessing the 
“tastes’’ of the average North American. 
There appears to be no demand for 
styles or colors which are not also in de- 
mand in the U.S. This can be explained 
to a considerable extent by the fact that 
a large percentage of their consumer 
goods are—and have been—imported 


from the U.S. or manufactured locally 
by U.S. firms. 

The average Venezuelan is not as well 
informed about products and quality 
standards as his U.S. counterpart; he 
tends to be more emotional and perhaps 


buys more on impulse. There are no so- 
cial barriers which retard the desire of 
the Venezuelan to own certain products, 
and there seems to be little or no feeling 
that the ownership of certain products 
is the prerogative of the upper class. The 
desire to own manifests itself, in part, by 
a willingness to buy on credit despite 
high interest charges and uncertain em- 
ployment. The average persons knows 
little about saving, and holds an opti- 
mistic view of the future. This has been 
explained by some as a carry-over from 
the old economic order under which the 
worker “tied himself” to his landed em- 
ployer who was expected to take care of 
him regardless of his misfortunes, or his 
lack of productivity. 

Venezuelan men of any social position 
consider manual labor degrading—a low- 
ering of status. Home owners do little 
work around the house, and the do-it- 
yourself market is small and holds little 


promise of expansion in the years ahead. 

The wealthier Venezuelan women do 
little shopping for food and household 
items. Such purchasing is delegated to 
servants who typically buy from small 
neighborhood stores or house-to-house 
sellers. The complaint is frequently 
heard that one has difficulty selling to 
upper-class women because they are in- 
accessible. 


RETAILING 


The Venezuelan retail structure is 
comprised primarily of small shops; 
there are few large retailers, and prac- 
tically no chains. With but few excep- 
tions mass merchandising practices are 
unknown, and the average retailer op- 
erates on a high-markup, low-volume 
basis. Price competition as a major sales 
strategy is for the most part rejected. 

Venezuela does not have the same 
kinds of stores found in the U.S. Sears 
Roebuck opened the first department 
store in 1951. A Venezuelan competitor 
opened a second in 1956. Drug stores 
are dispensers more of prescriptions than 
of proprietary items and there are no 
variety stores. On the other hand, one 
sees large numbers of sweet shops, sta- 
tionery and novelty stores, and record 
stores. Filling stations are practically 
identical to the ones found here. 

Recently a number of supermarkets 
have opened, but as yet there is no evi- 
dence that they have or will replace the 
old clerk-service stores. The masses have 
little car transportation, and many pre- 
fer to buy food in small quantities, fre- 
quently on credit. The supermarkets at- 
tract primarily the middle-class and 
upper-middle-class families. A great deal 
of food is still sold house-to-house by 
“specialists” in soft drinks, bread, poul- 
try, fish, fruit and vegetables, and eggs. 
Much clothing and hardware also are 
sold house-to-house. 
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Retail Sales 


No reliable data are available on total 
retail sales, but it is estimated that the 
eight largest cities do over $1 billion, of 
which Caracas accounts for about 70 per 
cent. The distribution of total retail 
sales in these eight cities has been esti- 
mated at 23 per cent for food and bev- 
erages, 20 per cent for textiles, 20 per 
cent for automobiles and accessories, 6 
per cent for construction materials, 7 
per cent for drugs, 7 per cent for iron and 
steel products, and 17 per cent for all 
others. 


Pricing and Costs 

Price competition is not common be- 
cause of the belief that there is only so 
much business to support a limited num- 
ber of sellers. The Venezuelan merchant 
reasons that a price cut will “spoil” the 
market. Many retailers band together to 
prevent price competition since there 
are no laws prohibiting such action. 
This is a traditional attitude toward 
price cutting. Prices are very high by 
comparison with the U.S. Despite the 
extremely low income tax and high sal- 
aries, American personnel living in 
Venezuela constantly complain about 
the high cost of living. Caracas is prob- 
ably one of the more expensive cities in 
the world in which to live. 

Gross margins are high by U.S. stand- 
ards; supermarkets average about 25 per 
cent, and the small food units between 
35 and 50 per cent. Sears reports its mar- 
gins to be about 7 percentage points 
over those in the United States. 

Almost all retailing costs are greater 
than here. Rents are extremely high, 
especially for the smaller stores in the 
newer sections of the large cities. Sears 
reports that many such shops are paying 
five times as much rent as Sears con- 
siders to be “efficient.” Personnel costs 


are high and sales clerks are considered 
less efficient than in the U.S. Supervisory 
help is almost impossible to obtain. 

Credit is of major importance. Most 
“big-ticket” products are sold on credit, 
as are many soft goods. It is generally re- 
ported that credit losses are high, but 
Sears states that their experience has not 
been materially different than in the 
USS. 


WHOLESALING 
Consumer Goods 


While there are some full-line mer- 
chant wholesalers (especially in food and 
building supplies), import agents tend 
to dominate the wholesaling structure. 
This can be explained partly by the high 
level of imports, and partly by the fact 
that retailing is concentrated in only a 
few cities, thereby making possible more 
direct selling. Import agents—often re- 
ferred to as sales representatives—fre- 
quently wear “several hats’’; that is, they 
sell to merchant wholesalers, direct to 
large buyers, and to themselves as whole- 
salers who in turn sell to small retailers. 

What merchant wholesaling is present 
is not efficient by U.S. standards. Mate- 
rial handling methods are crude, and 
out-of-stock conditions prevalent. Whole- 
salers do not sell aggressively, and thus 
considerable burden is placed on retail- 
ers to search out sources of supply. In 
agricultural food products such as fresh 
meat, fruits, and vegetables this is espe- 
cially true. Meat markets and _ institu- 
tional buyers of meat frequently seek 
out cattle growers and purchase direct. 
They then make arrangements for 
slaughter and fabrication. 


Industrial Goods 


Industrial goods are wholesaled more 
efficiently than consumer goods. Many 
U.S. firms maintain sales branches in 
Venezuela to sell direct to large buyers 


396 


THE JOURNAL OF MARKETING 


April 1958 


such as the oil companies and the Vene- 
zuelan Government. Since industry is 
concentrated in only a few cities, it is 
easy to cover the market. Import agents 
are used extensively. They operate in a 
manner similar to their U.S. counter- 
parts; but their job is rendered more 
difficult by the problem of investigating 
credit risks and the necessity of cultivat- 
ing influential individuals, often con- 
nected with the Government. The latter 
is necessary because of the highly per- 
sonalized basis on which much business 
is done. 


STYLE, DESIGN, AND QUALITY OF CONSUMER 
PRODUCTS PRODUCED BY LOCAL 
VENEZUELAN FIRMS 


Within the past several years the qual- 
ity and design of goods produced by lo- 
cal Venezuelan companies has shown a 
substantial improvement. Furniture is 
an outstanding example. Sears reports 
that it compares favorably with that pur- 
chased in the States. This retailer buys 
all of its furniture locally, but is the 
only mass seller of furniture in Vene- 
zuela. 

Women’s wearing apparel is, to a 
great extent, produced by individual 
dressmakers. Sears has found it almost 
impossible to obtain quality at a low 
price. Women’s sport clothing is im- 
proving in quality and design, but this 
is not true of men’s clothing. 

Uniform quality is still a great prob- 
lem despite growing adherence to some 
sort of quality control. Difficulty is ex- 
perienced especially with canned and 
packaged food items and the grading of 
agricultural products is poor. 


ADVERTISING AND PERSONAL SELLING 
Advertising 


National (non-retail) consumer adver- 
tising in Venezuela is similar to that of 
the States because much of this advertis- 


ing is done by U.S. companies. Total na- 
tional advertising is estimated at B's 
80-90 million—between $24 and $27 
million. The leading advertising classifi- 
cations are much the same as in the 
U.S.—soaps, cigarettes, beer, petroleum 
products, and soft drinks. 

Advertising copy tends to be more 
emotional, with less emphasis on “rea- 
sons why” than in the U.S. Radio is the 
most important medium, accounting for 
over 50 per cent of total media expendi- 
tures. There are some sixty-five radio 
stations, and over-all coverage is be- 
tween 50 and 60 per cent. The more im- 
portant stations are so overloaded com- 
mercially that a saturation campaign is 
thought to require twenty to thirty 
daily spots on four to six stations. 

Television is relatively new, with 
three stations in operation and one un- 
der construction. There are about 120,- 
000 sets in operation, with 87,000 of 
these in Caracas. 

There are seventeen Spanish language 
daily newspapers, of which eight are in 
Caracas. While circulations vary consid- 
erably, rates do not. Only recently have a 
few of the larger newspapers provided 
reliable circulation data. There are only 
two major magazines, the largest of 
which has a circulation of about 50,000. 


Personal Selling 


Venezuelan salesmen generally are not 
well trained in product information and 
seem to lack sales aggressiveness. Great 
emphasis is put on ‘contacts’ rather 
than on creative selling. There are a sub- 
stantial number of delivery salesmen or 
driver salesmen selling to retailers. Their 
efficiency is low because custom requires 
that in many cases the driver be relieved 
of loading or unloading supplies. There 
are exceptions, of course; Procter and 
Gamble has recruited and trained an 
able retail sales force. 
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Industrial products are sold by an 
able group of salesmen. Frequently such 
individuals are trained engineers, repre- 
senting firms located in the U.S., Ger- 
many, England, France, and Italy. 


CONCLUSIONS 


Goods of all types are substantially 
more expensive in Venezuela than in 
the United States. If imported, there are 
the additional handling, transportation, 
and packing costs as well as the tariff. If 
produced locally, the efficiency of local 
producers leaves much to be desired. 

It is no doubt true that industrial ex- 
pansion will continue, even at an accel- 
lerated rate. The absorption of the “sub- 
sistence-only” group into the active eco- 
nomic life of the country has been occur- 
ring rapidly and likely will continue. U1- 
timately, of course, growth will depend 
upon ability to develop an economic sys- 
tem which can produce goods for the 
world market. This implies the ability 
to develop a skilled labor and manage- 
ment force. Assuming this to be possible 
over a period of time, there is still the 
question of whether a sufficient scale of 
operating economies can be obtained. 

Venezuela’s progress depends not only 
on the building up of its manufacturing, 
agricultural, and extractive industries, 
but also on the development of a sound 
and low-cost marketing system. Has mar- 
keting been able to keep pace with the 
progress made in the other segments of 
the economy? Analysis reveals some 
weak points which tend to retard or dis- 
sipate progress. It has generally been 
thought that the more primitive a na- 
tion the lower its marketing costs. While 
Venezuela is not a primitive country, 
certainly it is not as advanced as the 
United States; yet its marketing costs ap- 
pear to be substantially higher. 

The prevalence of small shops leads to 
higher costs and this, coupled with the 


philosophy of low volume and high mar- 
gins, means higher costs to the con- 
sumer. The lack of efficient wholesaling 
further confounds this situation. The 
fear of spoiling the market through price 
competition has led to general “price 
understandings.” Since there are no laws 
which forbid such price agreements, it 
may be expected that they will continue. 
The marketing segment appears to have 
exerted little influence on producing 
units. Little is done to “direct” produc- 
tion into certain channels or, for that 
matter, into product refinements. Many 
of the products on the market were 
made in other countries and designed 
for other markets. So far the mass mar- 
ket has not seemed profitable enough to 
attract any product development specif- 
ically for it. 

The progressive influence of competi- 
tion is not felt keenly in Venezuela. 
Partly this is the result of “price under- 
standings,” but these understandings in 
turn have a more fundamental base. The 
middle class is too small to afford a mass 
market, and thus products are made for 
the upper-class market. There is little 
incentive to reduce prices because the 
upper-class is ready to buy at virtually 
any price, the potential middle-class mar- 
ket is small, and the price cut necessary 
to bring the lower class into the market 
is too large to be considered. Therefore, 
there is little opportunity to expand 
markets through price reductions. 

A middle class is emerging. How rap- 
idly it will grow depends in good part 
upon the continued high production 
and export of oil and, to a lesser extent, 
iron ore. This in turn depends upon 
world demand and a stable government. 
While the former appears reasonably 
certain, it is difficult to predict with any 
degree of certainty the future of the lat: 
ter; for a military dictatorship, such as 
Venezuela has, is always vulnerable. 
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One of the basic problems of advertising research concerns the extent to which the 
cost of advertising in dollars alone differs from the cost of making a given number of 
impressions on a given number of people. It is well known that two pieces of promo- 
tional literature can reach entirely different audiences in both size and characteristics 
although appearing in the same medium at much the same cost. The present article 
represents an attempt to evaluate the impact on physicians of pharmaceutical-magazine 
advertising and direct-mail literature, with regard to the reception accorded this ma- 
terial and the cost of the advertising. It is part of a larger study on pharmaceutical ad- 
vertising carried out at the University of Illinois with the aid of a grant from Modern 


Medicine Publications, Inc. 


THE STUDY 


HE data that form the basis of this 
were collected by aided re- 
call carried out during April-July, 1956, 
by showing to each of 328 physicians in 
Chicago a brochure containing twenty 
pieces of promotional material. Five of 
these had been clipped from the issue of 
the Journal of the American Medical As- 
sociation which had appeared within the 
past three months; five were from a cor- 


respondingly dated issue of Modern 
Medicine; eight were mail ads sent out 
to general practitioners less than three 
months earlier; and two were entirely 
fictitious advertisements of a non-exist- 
ent product. Since the survey took four 
months, two sets of brochure advertise- 
ments were used, in order that none of 
the material should be less than three 
months old. 

The source of publication was deleted 
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from each promotional piece used in 
the brochure. The magazine advertise- 
ments were all full-page size. The direct 
mail-pieces were selected from those re- 
ceived by two physicians in Urbana, Il- 
linois, during the survey period, and 
were also full-page size or its equivalent. 
Literature was selected which pertained 
to products of wide applicability, that is, 
products that would be advertised to the 
medical profession as a whole rather 
than products with highly specialized 
uses. The only other attempt at stand- 
ardization was to select material from 
both sources similar with respect to use 
of color, type of appeal, and format of 
the ad. Rigid controls in this regard 
were not feasible. 

For each set of twenty advertisements, 
eight different brochures were prepared, 
one for each of eight interviewers used 
in the study. To counter the possibility 
of place advantage, the twenty advertise- 
ments were rotated systematically from 
one brochure to another. In other words, 
the twenty advertisements were placed 
in the first brochure by means of ran- 
dom-number selection. The same over- 
all order was preserved in the other 
seven brochures; but in each succeeding 
brochure all the advertisements were 
moved up alternately three and two po- 
sitions, the three (or two) previously in 
front being moved to the back. The 
same procedure was repeated with the 
second set of twenty advertisements. 

Theoretically, such a procedure does 
not rule out position bias to the extent 
that neighborhood of physician's office 
and recall are intercorrelated. This is so 
because each interviewer was restricted 
to a certain area (usually the one nearest 
her home) and used the same brochure 
for all interviews, a routine which mini- 
mized field costs. However, this type of 
bias is not likely, and cursory examina- 


tion of the recall data revealed no evi- 
dence of position bias. 

In the actual interview, the physician 
was shown each advertisement separately 
and queried about his recall of it. At no 
time could he see more than one adver- 
tisement. 

The population sampled consisted pri- 
marily of physicians having offices in the 
city of Chicago. The only exceptions in- 
cluded primarily psychiatrists, X-ray 
technicians, and in general physicians 
who did not prescribe drugs for one rea- 
son or another (such as some full-time 
hospital staff members). 

On the basis of previous studies on 
the subject, it was estimated that about 
300 interviews would be sufficient for 
the present purposes.. By the time at- 
tempts had been made to contact 474 
physicians, it was clear that at least 300 
interviews would be obtained. The ac- 
tual number of interviews turned out to 
be 328, which represented 80 per cent of 
the eligible physicians approached. 


A Note on Validity 


A factor complicating the selection of 
the advertisements, as well as the inter- 
pretation of the results, is the tendency 
of the industry to repeat both journal 
and mail ads in the same medium and, 
with varying modifications, in the other 
medium. The exact amount of repeti- 
tion of particular ads is very difficult to 
ascertain, since it involves the determi- 
nation of when one ad becomes a differ- 
ent one as well as, for mail ads, the ex- 
tent to which a physician is on different 
mailing lists. 

The procedure followed in this study 
in an attempt to counteract this compli- 
cation was to use only those direct-mail 
advertisements that had no direct coun- 
terpart in journal ads and vice-versa. In 
addition, the journal ads were taken 
from the two journals which have by far 
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the highest circulation among physicians. 

Nevertheless, the danger of bias re- 
mains because of the repetitive use of 
both mail and journal ads, so that the 
degree of exposure of individual phy- 
sicians to each ad cannot be estimated 
with much reliability. A question may 
arise, therefore, of the extent to which 
recognition of ads may be biased by dif- 
ferential exposure of the respondents to 
these ads. For the mail ads this is a ques- 
tion that cannot be answered, for no 
data were available on the extent to 
which a particular physician received 
more than one copy of the same circular, 
or even of the frequency with which 
particular circulars were mailed to Chi- 
cago-area physicians with different spe- 
cialties. For journal ads, however, some 
tests could be devised to throw light on 
this question, and fortunately so, for it 
is with journal ads that repetition is most 
frequent. 

Three tests were carried out with the 
journal ads. The first two were of the 
“aggregative” variety and hence circum- 
stantial in nature, while the third was 
more direct. The nature of these tests 
and the results obtained can be summa- 
rized as follows: 


(1) Data were obtained on the num- 
ber of issues of each of forty-two medical 
journals in which each ad appeared dur- 
ing the first six months of 1956. Simple 
correlations were computed (a) between 
the recognition percentage for each jour- 
nal ad and the number of issues in which 
it appeared, and (b) between the recog- 
nition percentage and the aggregate cir- 
culation represented by all issues of 
these forty-two journals in which the ad 
appeared. These correlations were com- 
puted for three months’ back issues for 
the first set of journal ads, and for three 
as well as six months’ back issues for the 
second set of journal ads. The coeffi- 


cients of determination were uniformly 
not statistically significant, the highest 
value being .06. 

(2) The number of medical journals 
which the physician received (as re- 
ported by him) was correlated with the 
number of journal ads he recalled. The 
coefficient of determination was .004, 
clearly not statistically significant. 

(3) For each of five of the journal ads 
(two recalled by 50 to 69 per cent, two 
recalled by 10 to 29 per cent, and one 
recalled by 30 to 49 per cent) physicians 
who recalled the ad were segregated 
from those who did not. Comparison be- 
tween the two subsamples was made 
with regard to number of journals con- 
taining that ad received by the physi- 
cian, and weighted by the number of is- 
sues of that journal in which the ad 
appeared during the first three months 
or the first six months of 1956, depend- 
ing on when the ad was used. No signifi- 
cant differences were obtained. 


However, these uniformly negative re- 
sults do not necessarily establish an ab- 
sence of relationship between recall and 
exposure, particularly since the expo- 
sure data are at best indirect. The fact 
that a physician may receive a medical 
journal does not necessarily mean he 
reads it, let alone the ads, and especially 
so the more journals he receives. Then 
again, these results may reflect the domi- 
nation of the medical-periodical mar- 
ket by two widely read journals; if an ad 
appears in one of them, the marginal 
recognition attained by the appearance 
of the same ad elsewhere may not usually 
be too high. It is noteworthy that each 
journal ad used in this study appeared 
in one or the other of these two journals 
at least three times during the first half 
of 1956. 

Hence, these results do not prove that 
the results may not be biased because of 


THE EFFECTIVENESS OF PHARMACEUTICAL ADVERTISING 


401 


repetition. Rather, they indicate that the 
bias, if it exists, does not seem to be any 
more in one direction than the other, at 
least so far as aggregates are concerned. 
If the findings could be corrected for 
differential exposure of physicians to the 
ads, it is likely that the main correction 
would be in the dispersion of the recog- 
nition and cost distributions, a lesser 
correction would be in the central meas- 
ures of the distributions, and the least 
correction of all would be in the relative 
recognition and cost estimates. 


IMPACT OF ADVERTISEMENTS 


The reactions of the physicians to the 
advertisements are interesting. This 
analysis includes the extent of notice of 
the different advertisements, the ability 
of the physicians to identify correctly the 
source of the advertisement, reactions 
evoked by the advertisements, and the 
extent to which different characteristics 
of the advertisements are associated with 
these factors. 


Extent of Recall 

Substantial differences occurred in the 
extent to which different advertisements 
were recalled, as is evident from Table 
1. Recognition of magazine ads varied 
from 14 per cent of the physicians to 63 


per cent, whereas recognition of the mail 
literature varied even more—from zero 
(in the case of one piece that was shown 
to twenty-two physicians) to 86 per cent. 
The average recognition on the maga- 
zine ads was 41 per cent, as compared 
with 35 per cent for direct mail. Be- 
cause of the large variability in recogni- 
tion of different ads this difference is 
not statistically significant at the .o5 
probability level. (The fact that the rec- 
ognition percentages used in this analy- 
sis are unweighted, meaning that all are 
assumed to have equal reliability, is not 
related to recognition, as shown in 
Table 1.) It is clear, however, that recog- 
nition of magazine ads is more uniform 
than is recognition of mail literature, a 
finding that is statistically significant. 
The range of recognition of direct mail 
was about 75 per cent larger than the 
corresponding range for the magazine 
ads. 

Encouraging support for the sincerity 
with which the physicians answered the 
recognition questions is provided by the 
very low recognition accorded the ficti- 
tious ads. One of these was “recognized” 
by twelve, or 3.7 per cent, of the physi- 
cians, and the other by six, or 1.8 per 
cent. (One physician “‘recognized” both!) 
Only two of the other sixty-four adver- 


TABLE | 


DISTRIBUTION OF BROCHURE Abs BY SOURCE AND Decree OF RECALL 


Magazine ads 


Fictitiou 


Percentage of physicians recalling 
from each source 


9.9 
10-29.9 
30-49.9 
50-69.9 
70-89.9 


Total 


Mean (unweighted) 
Mean (weighted) 
Wtd deviation (unweighted) 


Mail ad: 


% of total 


* Of doubtful meaning because of small sample size. 


0 0 3 7 2 100 
4 19 14 33 0 0 . 

12 57 16 37 0 0 
5 24 6 9 0 0 ‘ 
0 0 4 14 0 0 
— 21 100 43 100 2 100 | 

40.6 34.9 2.77 
40.5 35.3 2.77 
13.2 19.5 98 
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tisements received such low recognition, 
both direct-mail pieces. At the same 
time, the recognition percentages for the 
fictitious ads point to the existence of 
confusion in recall and to the need for 
correction of the other recognition per- 
centages for purposes of estimation and 
cost analysis. A means of making such a 
correction is presented in connection 
with the discussion of relative costs in a 
later section. 

Are there any characteristics that dif- 
ferentiate the high-recognition ads from 
the low-recognition ads? In analyzing 
this aspect of the pharmaceutical ads 
studied, tables were prepared to study 
the relationship of such factors as size, 
color, illustration, logotype, bleed, bor- 
der, contrast, directional lines, arrows, 
use of boxes, position (for magazine 
ads), general appearance, and type of 
drug, as well as the manufacturer in an 
effort to see if any one had an effect 
upon recognition or recall. This analy- 
sis was utilized for both the magazine 
and direct-mail ads, segregating ads with 
recognition exceeding 50 per cent from 
those with recognition of less than 30 
per cent. However, none of these factors 
seemed to have any significant influence 
upon recognition or recall of ads. This 
may reflect lack of a sufficiently large 
sample and a need for tighter control 
over the variables that influence reader- 
ship. 

Need for further study is also indi- 
cated by lack of correspondence between 
high recall ads found in journals and 
those prepared for direct mail. The same 
result applies to low recall ads. In addi- 
tion, no relationship is evident between 
recall and readership of journal ads or 
of direct-mail pieces. 


Readership 


On the average, half or more of the 
advertisements shown were read by about 


one-third of the physicians who recalled 
seeing them. A slightly higher propor- 
tion of them read half or more of the 
journal ads than of the direct-mail lit- 
erature, but the difference was not sta- 
tistically significant. Once more, as was 
true for the recognition percentages, 
variation was far lower among the jour- 
nal ads than among the direct-mail 
pieces. The proportion reading half or 
more of the journal ads recalled ranged 
between 16 and 48 per cent, whereas the 
corresponding range for mail ads con- 
stituted the entire spectrum—between o 
and 100 per cent. The difference in 
these two ranges is much greater than 
would be expected by chance, and this 
remains true even if allowance is made 
for the different numbers of physicians 
recalling the various ads (which would 
be expected to increase the variability). 
It is also apparent that substantial por- 
tions of few of the ads were read by any 
appreciable portion of the physicians. 
None of the journal ads was read by as 
much as half of the physicians seeing 
them, and only six of the forty-three 
mail ads achieved this high readership. 
Characteristics distinguishing high- 
readership ads from low-readership ads 
were equally difficult to ascertain; and, 
as before, the statistical analysis led to 
negative results. This is not too surpris- 
ing, considering the small numbers in 
the various cells once cross-classifications 
are made. The results of the analysis do 
suggest that, once noticed, ads largely 
with pictures are likely to receive higher 
“readership” than others (which, to some 
extent, is a tautology) and that the use 
of color promotes higher readership. 
There is also some indication that jour- 
nal ads appearing in the articles section 
receive higher readership than other 
ads, although recognition of such ads 
was not appreciably higher than of ads 
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DISTRIBUTION OF BROCHURE ADs BY FREQUENCY OF CORRECT IDENTIFICATION 


Magazine ads Mail ads 


Number % of total Number % of total 


Total 


Average 


in other sections of the journal. The lat- 
ter observation is in line with the ore 
general finding, pertaining to both mail 
and journal ads, of absence of correla- 
tion between percentage recognition of 
an ad and the proportion of physicians 
recalling the ad who read any sub- 
stantial part of it, that is, half or more. 
In other words, the tact that an ad may 
have received a high recognition score 


did not imply that it had a high reader- 
ship score as well. 


Identification of Source 


The correctness of the source of each 
advertisement recalled was judged only 
in very general terms, that is, mail or 
journal. This was the only possible basis 
for such an evaluation, because each of 
the journal advertisements used in the 
brochure had appeared in a number of 
different periodicals, although taken 
from only two. 

As is evident from Table 2, a consid- 
erably higher proportion of physicians 
was able to identify journal ads correctly 
than was able to identify mail ads. On 
the average, journal ads were identified 
correctly by more than three-fourths of 
the respondents, as compared to about 
one-third on mail ads. 

The explanation for these sharp dif- 
ferences is apparent from even a cursory 
examination of the data—an almost uni- 


6 
19 
13 

4 

0 


42 


versal tendency to label all ads the 
source of which is uncertain as journal 
ads. As a result, the proportion of times 
that journal ads are correctly identified 
would naturally be expected to be far in 
excess of the proportion of times that 
direct-mail literature is correctly identi- 
fied. In this connection, note that the 
complement of the average for mail ads 
in Table 2 (63.4 per cent, which repre- 
sents the proportion of times mail ads 
were labeled as journal ads) is not much 
below the average of the correct identifi- 
cations for journal ads. That a difference 
should still exist is not unexpected, for 
the distinctive shape of some of the mail 
ads would be expected to contribute 
somewhat to their correct identification. 

The tendency to identify the source of 
all ads as journals is a curious phenom- 
enon, particularly since the physicians 
had been told that the brochure con- 
tained both journal and mail ads. It may 
well point to a greater prestige of jour- 
nal than of mail ads in the physician’s 
mind, which leads him to place empha- 
sis on the latter source in cases of uncer- 
tainty. 


Opinion of Ads 

As indicated in Table 3, none of the 
ads contained in the brochures received 
favorable comments from as many as 
half of the physicians who recalled them; 
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Percentage of physicians recalling — a 
ad who gave correct source re 
0-19.9% 0 0 14.3 
20-39.9 0 0 45.2 
40-59.9 1 4.8 31.0 
60-79.9 10 47.6 9.5 
80-99.9 10 47.6 0 
21 100.0 100.0 
77.5 36.6 
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Taste 3 
DISTRIBUTION OF BROCHURE Abs BY OPINION OF AD 


Magazine ads 


Mail ads 


Percentage of physicians recalling 
who were favorable to it 


Number 


% of total Number % of total 


0- 9.9% 4 
10-19.9 
20-29.9 
30-39.9 
40-49.9 


9 
7 
0 
1 
21 


Total 


Average 


19.1 35.6 
42.8 31.0 
33.3 28.6 
0 4.8 
4.8 0 


100.0 
19.2 


100.0 
14.3 


and the great majority received favora- 
ble mention from less than one-fourth. 
Journal ads were somewhat better re- 
garded than direct mail, receiving fa- 
vorable mentions on the average from 
19 per cent, as compared with an average 
of 14 per cent favorable mentions for di- 
rect mail. The difference in the distribu- 
tions is even more pronounced, with 
only about 19 per cent of the journal 
ads receiving favorable mention from 
less than 10 per cent of the physicians, 
whereas the same was true of nearly 36 
per cent of the mail ads. 

Note that the complements of the per- 
centages in Table 3 cannot be taken to 
indicate the proportions of physicians 
who made unfavorable comments about 
the ads. The latter proportions were in 
fact appreciably less than those shown in 
the table, for on the majority of ads most 
respondents either gave some noncom- 
mittal comments or none at all. Thus, 
the proportion of unfavorable comments 
by physicians on these advertisements av- 
eraged 5.2 per cent for the journal ads, 
and 4.7 per cent for the direct-mail lit- 
erature. 

What this means is that most of these 
advertisements failed to make much of 
an impression either way even among 
physicians who recalled them. In few in- 
stances did the proportion of favorable 
and unfavorable comments come to as 


much as half of the total; and for many 
ads this proportion did not exceed 25 
per cent. 


COST OF ADVERTISEMENTS 
Apparent Cost 


Apparent cost refers to the actual dol- 
lar outlay for an advertisement, whether 
by direct mail or for insertion in a jour- 
nal. The distribution of the apparent 
costs per 1,000 subscribers or per 1,000 
copies mailed, as the case may be, for 
the advertisements contained in the bro- 
chures is presented in Table 4. These 
cost figures include art work, mechani- 
cal production, space charges in the case 
of magazine advertisements, and mail- 
ing costs for direct-mail literature. The 
magazine costs are one-time space rates 
of the magazine from which that ad was 
taken, and the direct-mail costs are based 
on the actual expenses incurred in mail- 
ing that particular piece. 

The dollar outlay needed to present 
an advertisement to 1,000 physicians 
subscribing to a medical magazine is 
considerably below the amount needed 
to send an advertisement to 1,000 physi- 
cians through the mail. The range of 
costs per 1,000 circulation for the 
twenty-one magazine ads included in the 
study is from $7.79 to $18.15, whereas 
the range of costs per 1,000 physicians 
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TABLE 4 


DIsTRIBUTION OF BROCHURE ADVERTISEMENTS BY 
Cost PER THOUSAND PHYSICIANS 


Dollar outlay per thousand 
circulation or per 
thousand mailed 


Direct 
mail 


Magazine 
advertisements 


A. Apparent Cost 

$ 0— 9.99 8 
10-19.99 13 
20--29.99 

30-39.99 

40-49.99 

50-—59.99 

60-69.99 

70-79.99 

80 and over 


Total 21 
$10.60 


| oO 


Median dollar outlay $36.70 
B. Effective Cost 

$0- 9.99 

10— 19.99 

29.99 

30— 39.99 

40— 49.99 

50— 99.99 

100-199.99 
200-—299.99 
300-—399.99 
400 and over 


Total 21 43 
$29.60 $130.65 


Median cost 


for the forty-three direct-mail pieces 
goes from $29.23 to $158.51. 

Part of the greater range of costs for 
the direct-mail pieces is due to the larger 
number of them in the sample. Never- 
theless, there is no doubt about the cost 
differential between the two media, as 
shown by the estimates of the median 
cost in Panel A of Table 4. On this ba- 
sis, the cost of mailing an advertisement 
to 1,000 physicians is roughly 3.5 times 
as much as reaching 1,000 physicians by 
inserting an advertisement in a medical 
periodical. However, this comparison is 
not based on the use of identical ads in 
both instances. 


Effective Cost 


Effective cost refers to the amount re- 
quired to bring the advertisement to the 


attention of 1,000 physicians. In the 
case of a magazine advertisement, this is 
the actual dollar outlay needed to reach 
1,000 physicians—the range for which is 
shown in Panel A of Table 4 for the ads 
in this study—divided by the proportion 
interviewed who recalled seeing that 
particular advertisement. The definition 
is similar for a direct-mail piece. 

The above definition is phrased in 
terms of recognition, rather than in 
terms of readership, or interest, or fa- 
vorable response, or of any of a multi- 
tude of other possibilities. This is be- 
cause notice, or recognition, would seem 
to be the minimum function that an ad- 
vertisement can be expected to perform. 
Yet to many physicians this same func- 
tion appears to be the sine qua non of 
pharmaceutical advertising, and, there- 
fore, it becomes questionable whether 
many advertisements do not fulfill their 
purpose if such physicians only notice 
them. Of course, some advertisements, 
particularly of the informative type, are 
effective only if read; but there seems 
little point in segregating such adver- 
tisements from the others and applying 
what would be in effect a double-stand- 
ard system for estimating effective costs. 
Under the circumstances, therefore; the 
use of recognition percentages as the 
base for estimating effective costs would 
seem to be a desirable approach. 

Before using these recognition per- 
centages, however, some adjustment is 
needed for confusion in recall. As is evi- 
dent from the occasional recall of the 
fictitious ads, this problem exists here as 
well as in nearly every study of this type. 
Numerous methods of adjustment have 
been proposed. This is not the place to 
examine the merits and shortcomings of 

*See references listed in Hugh G. Wales and 
Robert Ferber, A Basic Bibliography of Marketing 


Research (Chicago: American Marketing Associa- 
tion, 1956), pp. 116ff. 
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each method. Rather it is assumed that 
the recognition percentages for the ficti- 
tious advertisements provide an indica- 
tion of the extent to which the other 
recognition percentages are inflated be- 
cause of faulty recognition (foregoing 
the possibility in some cases of deflation 
rather than inflation). Deflation of the 
other recognition percentages is then ac- 
complished by reducing each by the 
product of that percentage and the aver- 
age of the recognition percentages for 
the two fictitious ads, 2.7 per cent. In 
other words, all the recognition percent- 
ages are assumed to be inflated, on the 
average, by 2.7 per cent. Thus, if the 
original recognition percentage is 30.0 
per cent, the adjusted recognition per- 
centage would be 30.0 (1—.027), or 29.2 
per cent. 

The resultant adjusted recognition 
percentages form the basis for the esti- 
mation of effective costs shown in Panel 
B of Table 4, which presents the distri- 
bution of brochure ads by effective costs 
rather than by apparent costs. Notice 
that the class intervals increase sharply 
after the first five, which is done to al- 
low for the much higher cost figures in- 
volved in this tabulation. 

The range of effective costs in Panel 
B of Table 4 is a great deal higher, and 
larger, than the corresponding apparent 
costs in Panel A. This is particularly 
true for the mail ads, the effective cost- 
per-thousand physicians of which ranges 
from $40.37 to infinity; none of twenty- 
two physicians shown one mail ad re- 
called seeing it. If the latter ad is not 
considered, the upper limit of this range 
becomes $1,630; this figure represents 
the cost of a direct-mail piece which was 
recalled by only one of forty physicians. 

The range of costs of magazine ads is 
also much higher than formerly—from 
$13.06 to $63.91—but the increase in the 


range, as well as in the median cost, is 
clearly much less than for the direct-mail 
pieces. The latter is evident when it is 
considered that the median effective 
cost of mail ads is roughly 4.5 times that 
of magazine ads, as compared to a ratio 
of 3.5 in the case of apparent costs. 
Considering the recognition percent- 
ages obtained earlier, these results are 
not surprising. Since recognition on the 
magazine ads averaged somewhat higher 
than on mail ads, the effective costs of 
the former would be expected to decline 


relative to the effective costs of the mail 
ads. 


Comparison with Earlier Study 


The results may be compared with 
those obtained by Branch in 1944.? Us- 
ing a similar technique, he arrived at an 
effective (recognition) cost of 11.0 cents 
per physician for direct-mail literature, 
and 2.15 cents for magazine ads. The 
corresponding figures from this study 
(Table 4) are 13.1 cents per physician for 
direct mail, and 2.9 cents for magazine 
ads. 

The fact that the cost figures are 
higher in this study is understandable, 
considering the rise in prices between 
1944 and 1956. Indeed, it is surprising 
that the increase in the effective cost per 
physician for direct mail is as low as it 
is. The reason for this is not clear; it 
may reflect at least in part differences in 
the types of mail ads used in the two 
studies. At any rate, because of this low 
cost differential on mail ads, the 4.5-to-1 
mail-magazine ad effective cost ratio ob- 
tained in this study is slightly lower than 
the 5-to-1 ratio reported by Branch. 

No relationship between percentage 
recognition and dollar cost of an ad was 

7F. T. Branch, “A Comparison of Direct-Mail 


and Magazine Cost in Pharmaceutical Advertising,” 
Journal of Business, Vol. 18 (April, 1945) pp. 78-95- 
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found by Branch. The present study 
confirms this absence of relationship. 
For neither magazine ads nor for direct- 
mail literature is any relationship ap- 
parent; this is true whether costs are 
plotted on an absolute basis or on a per- 
1,000-physician basis. 


EVALUATION 


In evaluating these findings, a number 
of limitations should be kept in mind. 
For one thing, the study was carried out 
in one area, Chicago, and no attempt 
was made to establish geographic simi- 
larity of physicians’ opinions and _ aitti- 
tudes on this subject. Also, no attempt 
was made to contact the nonrespondents 
and to measure the extent of possible 
dissimilarities between the two groups. 

The timing of the study (spring) may 
also have had some effect on the nature 
of the results, particularly on products 
mentioned and advertisements recalled. 
This follows from the seasonal nature of 
many illnesses which would naturally in- 
fluence the rate of use of pharmaceutical 
products. There is also the possibility 
that physicians’ reading habits may vary 
with the seasons. 

Above all, this part of the study is 
based on physicians’ reported opinions. 
Particularly in the field of advertising 
research considerable controversy re- 
volves around the extent to which such 
reports faithfully reproduce actual 
events. Much additional research is 
clearly indicated on the subjects of rec- 
ognition, readership, and effect of phar- 
maceutical advertising literature. 

The over-all impression provided by 
this analysis is that considerable room 
exists for improving the effectiveness of 
pharmaceutical advertising. Pharmaceu- 


tical advertising appears to serve two 
principal functions—to remind _physi- 
cians of the product, and to convey in- 
formation on uses of the project. The 
more closely an advertisement is geared 
to one or the other of these functions, 
the more impact it may have. 

As in the earlier study discussed, the 
“true” effective costs of advertising are 
very different from actual dellar outlays; 
and the relative cost of pharmaceutical 
advertising is heavily in favor of medi- 
cal periodicals. However, the cost esti- 
mates are at best in the nature of rough 
approximations. Aside from the prob- 
lem of measuring recognition, the dollar 
costs are based on one-time rates in the 
magazine from which the ad was taken 
or, in the case of direct-mail, on one- 
time costs of mailing that particular 
piece. No allowance is made for econo- 
mies made possible by repetitive adver- 
tising of the same or nearly the same 
advertising matter, nor for possible 
changing cost differentials in such repet- 
itive advertising between magazines and 
direct mail. Also, the very likely possi- 
bility of interaction between recognition 
and repeat advertising has not been con- 
sidered either. 

If such factors were considered, it is 
very likely that effective costs would 
still be lower for magazine advertising, 
especially in view of the differential ob- 
tained herein. This does not mean that 
direct-mail promotion has no place in a 
pharmaceutical advertising budget, be- 
cause such advertising can perform use- 
ful functions, particularly for reminder 
purposes and for sending out samples. 
Yet in any event pharmaceutical adver- 
tising budgets would be more realistic if 
based on estimates of effective costs 
rather than on apparent costs. 
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ROBERT FERBER, Editor 


IS IT TRUE WHAT WILLIAMS SAYS ABOUT 
MOTIVATION RESEARCH? 


G. D. WIEBE 
Elmo Roper and Associates 
New York City 


Motivation research, for all of its excesses, has added some new insights and some fresh 
ideas to the field of marketing and opinion research. There is no justifiable reason for 
attempting to drum this new member out of the fraternity. Market research and opinion 
research is still young and less than perfect; and the author points out that there is 
plenty of room for mutual exchange and improvement. 


N his recent article in this Journal, Dr. 
Robert J. Williams leaves little, if any, 


room for motivation research or for the 
possibility of learning from it.1 But his 
central criticism is inadequate, both on 
theoretical and practical grounds. It un- 
derestimates the complexity of human be- 
ings from a theoretical point of view, and 
for practical purposes it simply eliminates 
the possibility of a large class of research 
findings which, properly utilized, have 
enormous dollars-and-cents significance. 
Williams’ diagrams and the accompany- 
ing story of the thirsty cat place the con- 
sumer in the role of the cat, and the adver- 
tiser or industrialist in the role of the cat's 
owner. Then the argument runs as follows: 


1 Robert J. Williams, “Is It True What They Say 
About Motivation Research?”, THE JOURNAL OF 
MARKETING, Vol. 22 (October, 1957), pp. 125-133- 


e@ About the Author. Dr. Wiebe is a partner in 
the firm of Elmo Roper and Associates. He was 
formerly Research Psychologist and Assistant to the 
President of CBS, Inc. He served in the armed 
forces as a clinical psychologist, and did his grad- 
uate work at Ohio State University where he was 
Research Associate in the Bureau of Educational 
Research. 
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why get fogged up with such obscure con- 
cepts as a cat's thirst when, instead, you 
can deal in manageable ideas such _as 
whether the cat was given water or not 
during the past twenty-four hours? ‘That is, 
why fuss with the will o’ the wisp “whys,” 
the “beliefs, attitudes, motives, perceptions, 
etc.” in consumers when you can deal with 
the concrete “whats” and “hows,” with 
“antecedent conditions?” 

This analogy holds up so long as we 
make at least three assumptions: (1) Hu- 
man behavior is as direct and uncompli- 
cated as that of a cat. (2) Human speech is 
no more informative than the cat’s meow. 
(3) Advertisers and researchers can get the 
kind of knowledge and control over the 
tangible “manipulable” nuts-and-bolts fac- 
tors in consumers’ lives that a cat owner 
has over a cat’s water dish. 

However, there are far too many mar- 
ket research problems where Williams’ 
“antecedent conditions” are not “manipu- 
lable,” or where they need not be manipu- 
lated. There are far too many success 
stories where the manufacturer did not 
have to retool his factories and change his 
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product and where consumers could not be 
persuaded to change their way of life, and 
where repackaging was not required, and 
where distribution was satisfactory (“manip- 
ulable antecedent conditions”), but where 
advertising appeals could be geared into a 
closer conformity with people's beliefs, at- 
titudes, motives, perceptions, wishes, ex- 
pectations, once these “why” factors were 
carefully studied. 

Consider Williams’ illustration regarding 
soap.” There is no sense, he says, in “going 
back inside the organism and discovering 
that their distaste for slippery things is re- 
lated to a history of punishment by the 
parents for naughty conduct. Even if such a 
statement could be supported by fact, the 
antecedent condition of parental approval 
is not one a producer is likely to be able 
to control effectively.” 

Assume with Williams, for the moment, 
that the finding is true and that it is true 
for a great many people. He then concludes 
that, even so, it is unimportant. The “real” 
finding is that people do not like the soap 
because it is too slippery and this is as 
much as need be reported to the client. If 
the researcher has good rapport with the 
client, perhaps the client says, “What do 
you mean, too slippery? If it’s too slippery, 
how come Lava soap, which is easy to hang 
onto, isn’t clobbering all competitors?” “I 
don’t know,” says the researcher, “I just 
report hard facts, and they say it’s too slip- 
pery; so, maybe you had better make it 
less slippery.”” So, to continue our specula- 
tion, the client decides to honeycomb his 
toilet soap with holes which will become 
ridges as the bar is used. Then people will 
not drop it. The retooling of the factory is 
quite an item, but slipperiness, a tangible 
antecedent condition, must be dealt with. 

Bearing in mind that punishment for 
naughty childhood conduct is at the bottom 
of this finding, we must assume that sales 
of the now punctured soap will not in- 
crease. Sales will not increase because the 
negative quality of slipperiness does not 
relate to holding onto the bar of soap, but 
rather to the feel of the lather. In other 


*Same reference, p. 128. 


words, slipperiness attaches, not to the drop, 
but the droppings. How then could that 
unimportant “why” finding, that motive 
“back inside of the organism” have helped? 
Well, it could have avoided the cost of re- 
tooling and of merchandising a changed 
product. Beyond that, it could have pro- 
duced some findings in the form of promis- 
ing hypotheses, for example, that ads for 
soap should probably avoid picturing or 
suggesting scenes or situations that would 
associate the product with “bathroom” 
inhibitions or guilt feelings. Another hy- 
pothesis from the motivation study might 
be that advertising pictures should associate 
the soap with mature adults, not with 
youngsters. The line of thought would be 
something like this: the negative quality is 
an unfortunate association in  people’s 
heads. It presents a problem of perception. 
Altering the soap, Williams’ “manipulable 
antecedent factor,” would certainly be 
costly and probably would not help much. 
The job is to alter the way people perceive 
the feel of the soap. 

Having arrived at these hypotheses through 
a motivation study, the researcher would 
have rich material to test in a subsequent 
sampling study. And the far-sighted client 
would welcome the second more extensive 
study. The questionnaire findings for the 
sampling study would not be limited to the 
blunt and unamplified finding that slip- 
periness is a liability for X per cent of the 
population. “‘Slipperiness people” might be 
asked such “why” questions as: “Is it the 
gooey feeling on your hands, or is it drop- 
ping the soap, or what?” Once hypotheses 
are clear, the most Freudian of them can 
be explored with good taste. Sample ads 
could be shown to test the bathroom-inhibi- 
tion hypothesis, or the maturity-versus-youth 
hypothesis. In this way, the researcher 
would find out (1) whether this rather 
bizarre hypothesis is true for enough people 
to make it important, and (2) whether the 
“why” behind the “what” calls for a prod- 
uct change, or for a careful job of adjusting 
advertising appeals.’ 


*See “The Use of Structured Techniques in 
Motivation Research,” by Ralph L. Westfall, Harper 


. 
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Certainly the researcher cannot alter 
consumers’ distant memories or childhood 
experiences. But he can learn a great deal 
about beliefs, attitudes, motives, and _per- 
ceptions, and about turning such findings 
to the advantage of his client. This is the 
realm of “the why behind the what.” 

When Williams says, “For research pur- 
poses, then, all ‘why’ questions about 
behavior must be recast in the form of 
‘how and what’ questions!”,* he is at least 
candid about announcing the boundaries 
beyond which he does not explore. He not 
only rules out small-sample qualitative re- 
search, but also the very productive role of 
“why” questions in sampling studies. He 
says, “The preferences, interests, attitudes 
and beliefs of the consumer are not, to be 
sure, an unimportant fraction of the prob- 
lem of consumer behavior. However, the 
advertiser or producer is rightly interested 
not in the words used to describe these 
conditions, but in such questions as ‘How 
widespread is the preference?’ ‘Does it 
differ from one section to another?’ ‘Will 
exploitation of this belief antagonize more 
consumers than it persuades?’ > Now, this 
comes very close to saying that clients are 
rightly interested, not in what people say, 
but in how many and which ones say it. 
And this is precisely where the more tradi- 
tional market researchers are most vulner- 
able. They sometimes tend to measure the 
obvious, the ambiguous, and the trivial 
with elegant precision, report with rock-like 
confidence on infinite sub-groups, and leave 
the client wondering what to do with this 
“bag of beans.” 

Williams says that “motivation research” 
claims to deal “with absolutes of motivation 
which are the same for everyone... .” 
“But,” he continues, “there are no motiva- 
tional absolutes.’"® Look around and see if 


W. Boyd, Jr., and Donald T. Campbell, THE JOURNAL 
OF MARKETING, Vol. 22 (October, 1957) pp. 134-139, 
for a highly constructive discussion of how qualita- 
tive insights may be used in highly structured 
questionnaires. 

*Same reference as footnote 1, p. 128. 

5 Same reference, pp. 132-133. 

*Same reference, p. 130. 


you could produce any consumers who are 
free of such drives (motives) as fear, anger, 
sex, thirst, hunger, ambition, status con- 
sciousness, awe. No one with decent respect 
for his fellow men contends that such 
motives as these function with predeter- 
mined power, or in all the same situations 
for all of us. For all our differences, how- 
ever, we Americans do have some motives 
in common. To say that “there are no 
motivational absolutes’? is just about as 
enlightening as to say that there has never 
been a true probability sample in market 
research. Such purist pronouncements, al- 
though both are true, do not cancel the 
very considerable progress or the practical 
value of less than perfect research tools. 

Small-sample findings, incidentally, should 
not be underestimated because they cannot 
be reported with a number or a percentage 
attached to them. Sometimes advertisers 
need a new idea, an insight regarding the 
unfamiliar more than they need measure- 
ment of the familiar. The “fraud” of re- 
porting an hypothesis as if it were an 
established fact applicable to a specified 
proportion of the population is, of course, 
unchallenged. But this observation in no 
way reduces the value of promising hy- 
potheses provided they are reported can- 
didly as hypotheses derived from limited 
data. 

It is easy to denounce the thinking and 
intuition and inference of the researcher 
that gets into motivation research as pro- 
jection of the researcher's personality.® “In 
a marketing research situation,” Williams 
contends, “this is crushing.” He suggests 
that, with a sample of fifty interviews, the 
projection of the researcher's own _per- 
sonality weighs in in the proportion of 
considerably more than 50 per cent. This 
lampooning makes amusing reading. It is 
assumed, however, that Williams would 
agree that he has characterized the re- 
searcher as devoid of all professional com- 
petence, and poses him as a naive, simon 
pure nature boy who processes data with- 


* Same reference, p. 130. 
*Same reference, p. 131. 
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out the slightest intervention of scientific 
background or professional discipline. To 
the extent that motivation researchers fit 
this description, the point holds. But the 
facts seem to justify a somewhat more 
favorable point of view. There is good 
motivation research, and some quantitative 
researchers also live in glass houses. 

Let us give small-sample research its due. 
Highly perceptive researchers can find at 
least eddies, glimmers, and ripples in most 
of us, corresponding to the big currents 
that flow through society. This is the legiti- 
mate contention of small-sample researchers. 
The excess turns up when small-sample re- 
searchers claim |that they can make quan- 
titative projections of such findings to the 
general populatjon. They should not say so. 
The legitimate ‘motivation researcher will 
report that he finds thus and so, and that 
these findings exist to some degree, but to 


an undetermined degree, in the population. 

The motivation researcher can go one 
step further, too. He can report that he 
found A among most of his 50 or 100 re- 
spondents, but found only traces of B 
among a few of them, and he therefore 
hypothesizes that A will be more promi- 
ment than B in a subsequent sampling 
study. A great deal of our present social- 
science knowledge has come this route 
from such atypical samples as college stu- 
dents. 

Market research is young. There is still 
much growing to do, much improving to 
be accomplished—much learning from each 
other. If brash interlopers are bothersome, 
arbitrary exclusionists are stultifying. If 
market research is suffering from palpita- 
tion of the glands, it is also suffeiing from 
tired decimal points. The 
breadth, not narrowness. 


need is for 


PAIRED COMPARISONS IN 
CONSUMER-PRODUCT TESTS 


ALLAN GREENBERG 
Doyle Dane Bernbach Inc. 
New York City 


This is a study of some assumptions made in paired-comparison product tests. The 
assumption that order of testing creates a bias is found to have some validity. However, 
the findings show that a differential bias is involved—in favor of the more recently used 
product when comparative judgments are used, and in favor of the first product used 
when absolute measurements are utilized. Therefore, the author suggests that the test 
group should be randomly subdivided, and order of testing alternated within each 


subgroup. 


e@ About the Author. Prior to his present assign- 
ment, Mr. Greenberg was head of research at the 
Grey Advertising Agency in New York. Previously 
he was associated with a manufacturer and with 
research companies in research work. With a broad 
background in economics and statistics. Mr. Green- 
berg has written for various publications, including 
the Public Opinion Quarterly and THE JOUR- 
NAL OF MARKETING. 


PRODUCT-USE test is probably the most 

frequently used method of determin- 
ing consumer reactions and acceptance for 
products. Generally a paired comparison is 
the technique utilized. By splitting the 
testers into two groups—half testing “A” 
first and half “B” first—it is assumed that, 
if a bias due to novelty of testing, memory 
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factors, or recency of use exists, it will be 
equalized for the two products. As part of 
a product study on hosiery, the opportunity 
arose to test these assumptions. 


THE STUDY DESIGN 


The study design was one commonly 
used. Five hundred sixteen female em- 
ployees in three factories of the company 
participating in the test were first ques- 
tioned, then measured and fitted for a pair 
of stockings. Foot measurements were made 
to insure that each received a correctly sized 
pair. Every other respondent was given a 
pair of “A” stockings, and the alternate 
respondents “B” stockings. 

They were instructed to keep track day 
by day of the number of hours the stockings 
were worn. The stockings were to be worn 
until they wore out. When torn, they were 
turned in and a second pair of stockings 
was given to the tester—“B” stockings to 
those turning in “A” stockings, and “A” to 
those turning in “B.” When the second 
pair was torn, the women were instructed 
to turn them in for a final pair. The labora- 
tory wanted the worn stockings for techni- 
cal tests. 

The women knew they were to be given 
an additional pair of stockings when the 
first pair wore out. At the time each torn 
pair of stockings was turned in, each re- 
spondent was asked to rate the stockings 
on various qualities. The same question- 
naire was used when the second pair of 
stockings was turned in. In effect, inde- 
pendent and absolute measurements on 
each pair of stockings were made. At the 
time the second pair of torn stockings was 
turned in, at the very end of the question- 
naire, each woman was asked which pair of 
stockings she preferred—the pair worn first 
or the pair worn second. 

The group was randomly divided by 
giving every other woman “A”’ stockings. 
Theoretically randomization would match 
the two groups.' An empirical check indi- 

*Allan Greenberg, “Matched Samples,” THE 
JOURNAL OF MARKETING, Vol. 18 (January, 1954), 
PP. 241-245- 


cated that, insofar as the most important 
variables in relation to stocking wear were 
concerned, the two groups were adequately 
matched. The chi-square test was used to 
measure equality, with the null hypothesis 
that the two groups did not come from a 
single universe. 

Since absolute measurements about the 
qualities of the stockings were made im- 
mediately after each pair of stockings was 
worn, and since the two groups were 
matched by randomization, it could be de- 
termined whether or not order of use 
created a bias. This was done by comparing 
the answers of the two halves of the sample 
—those wearing the stockings first, and those 
wearing the same stockings second. Those 
women wearing “B” stockings first, of 
course, are the same women wearing “A” 
stockings second. If order of use created no 
bias, then the absolute measurements of 
the two groups of women on each pair of 
stockings should be exactly the same. « 


SCALING 


On all questions a 5-point scale was used. 
To obviate the possibility that minor scale 
choice differences between the groups would 
magnify statistical measurements, the scales 
were collapsed into dichotomies. The two 
most favorable categories were combined 
to give a figure indicating the percentage 
rating the stockings highly. The other three 
categories were combined into a second 
group. 

To offset the possibility that an overall 
feeling toward the stockings would cause 
women to check the same category on each 
quality, the scales ran from negative to 
positive in some cases and from positive to 
negative in other cases. Furthermore, the 
language used in setting up the categories 
was deliberately changed for most of the 
qualities. An empirical check of the propor- 
tions falling into the two dichotomies for 
various qualities indicated a degree of in- 
dependence in judgment of the various 
qualities. 

Eight qualities were rated by the women. 
As can be seen from Table 1, the stock- 
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Resiliency 
Seams Straight 


TABLE I 


RATINGS OF STOCKINGS WHEN Worn First Versus SeCcOND 


Rating When 
“A” Stocking 
Worn First 


More favorably 
More favorably 
More favorably 
More favorably 
More favorably 
Less favorably 
More favorably 


Rating When 
Stocking 
Worn Second 


Less favorably 


Less favorably 


Less favorably 
Less favorably 
Less favorably 
More favorably 
Less favorably 


Rating When 


“B"’ Stocking 
Worn First 


More favorably 
More favorably 
More favorably 
Less favorably 
More favorably 
Less favorably 
More favorably 


“Rating When 
Stocking 
Worn Second 


Less favorably 


Less favorably 


Less favorably 
More favorably 
Less favorably 
More favorably 
Less favorably 


Less favorably 


ings worn first were generally rated more 
favorably (the proportion checking the two 
most favorable categories of the 5-point 
scale was higher) than when it was worn 
second. 

The results indicate that this type of 
design sets up a situation which creates a 
bias in critical judgments when measured 
in absolute terms. However, from the data 
presented so far, it is not possible to say 
whether the first product tested brings into 
play more or less critical judgments. By the 
time the second product is used, a standard 
judgment has been set up, and the tester 
becomes more critical in evaluating the 
second product tested; this accounts for the 
more favorable attitudes toward the first 
product. 

On the other hand, it may be that, after 
the novelty has worn off, the consumer 
approaches the use of the second product 
more lightly and “lets down” after succeed- 
ing in the first part of the test. It could 
then be hypothesized that less care is taken 
with the second product tested and that 
judgments become less critical. The study 
provides some evidence that the latter hy- 
pothesis is more likely than the former— 
that is, there is a letdown in the product 
tested second. If it is true, as seems to be 
the case here since the testers knew they 
would receive a second pair of stockings 
when the first pair was worn out, that ex- 
treme care and precise following of minute 
instructions is more likely to be practiced 
with the product tested first, then the prod- 
uct tested second can be thought of as be- 


More favorably 


More favorably 


Less favorably 


ing tested under more normal conditions. 
Generally, non-test products are not given 
as much care or attention as test products 
are given. It follows, then, that the product 
tested first produces a bias in its favor. 


OTHER MEASUREMENTS 


It was mentioned previously that the two 
groups were equal in all major factors re- 
lated to wearing time of stockings. There- 
fore, one would assume, irrespective of at- 
titudinal and judgmental bias due to order 
of use, that the wearing time for each pair 
of stockings by both groups would be the 
same. The design of the study resulted in 
an objective measurement of the length of 
time the stockings were actually worn. Re- 
gardless of which pair is considered, when 
it was worn first, it was worn a longer 
number of hours before tearing. While the 
results are not statistically significant be- 
cause of the vast dispersion around the 
average, they are consistent in showing a 
greater length of wearing time for each of 
the stockings when worn first. 


Taste 2 
AVERAGE NUMBER OF Hours WorN 


When worn first 


When worn second 115.9 


1.12 


100.1 


Ratio first to second 1.16 


Table 2 is based on a frequency distribu- 
tion of the entire group. Also, individual 
measurements were obtained of hours each 


413 
Durability 
Snagging 
Feeling 
Luster 
Softness 
Stocking Stocking 
130.3 116.3 
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pair of stockings was worn by each woman. 
The number of hours were tabulated that 
each stocking was worn by each woman, 
when “A” was worn first, and when “B” 
was worn first. Again, while the percentages 
are not statistically significant, there ap- 
pears to be a directional bias in favor of 
the first stockings worn. It should be re- 
membered that “A” stockings, on the 
average, were worn for a longer period of 
time than “B” stockings. However, when 
“A” stockings were worn second, the num- 
ber of women wearing them longer than 
“B” was much less than when “A” stockings 
were worn first. The bias in favor of the 
first stockings worn offsets to a large extent 
the superiority of “A” stockings’ wearing 
ability. 


TABLE 3 


INpIvVipuAL WoMAN COMPARISON OF WEARING TIME 
FOR EACH STOCKING 


Stocking Stocking 
Worn First Worn First 
60% 
40% 


Wore Stocking ‘‘A”’ longer 
Wore Stocking ‘‘B”’ longer 


Total 


100% 


The bias in favor of the stockings worn 
first in absolute measurements on various 


qualities, as well as in number of hours 


worn, was not evident when a comparative 
judgment question was asked at the end of 
the wearing of the second pair of stockings. 
When the second pair was turned in, each 
woman was asked, “Comparing the two 
pairs of stockings you've tested, which of 
the two would you select to purchase and 
wear if you had your choice?” The results 


indicate that recency of wearing is more 
potent than actual hours of wearing or ab- 
solute ratings on individual qualities in a 
comparative judgment question 
memory is a factor. See Table 4. 


where 


TABLE 4 


INDIVIDUAL WOMAN COMPARISON OF STOCKING 
PREFERENCE 


SA” 
Stocking Stocking 
Worn First Worn First 
53% 
47% 


Prefer stocking worn second 


51% 
Prefer stocking worn first 


490% 


Total 100°; 100% 


The differences, while small and not sta- 
tistically significant, are nevertheless con- 
sistent, and in the opposite direction from 
the results of the other measurements. 


CONCLUSIONS 


The following tentative conclusions might 
be drawn, subject to further empirical tests: 
(1) In comparative judgment product tests, 
recency of testing appears to create a bias 
favoring the more recently used product. 
(2) In absolute measurement tests of two 
products, when one is used for a given 
period of time or until used up or worn 
out, a bias favoring the first product used 
appears to exist. 

To make sure that these possible biases 
do not operate, study designs in consumer 
product use tests should (1) either randomly 
split the test group in two and have one 
use one product first and the other group 
use the second product first; or (2) have 
each tester alternate the use of each prod- 
uct test immediately after each use. 
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ON AUTOMOBILE DEMAND: A REPLY 


MARC NERLOVE 
Bethesda, Maryland 


“STATIC” ANALYSIS. Econo- 
metric investigations of demand for 
perishable commodities have long been 
based on what Professor Hans Brems chooses 
to call “Marshallian static analysis.""! These 
investigations have been highly successful 
for perishable commodities and not quite so 
successful for durable goods. What is 
needed is a dynamic theory of demand. In 
his attempt to find one, it seems that Brems 
has disregarded the implications of econo- 
metric investigations of demand for perish- 
able commodities. An adequate dynamic 
theory of demand can be built on Marshal- 
lian analysis. The main advantages of such 
a formulation? is that it provides a link 
between the theory of demand for durables 
and the theory of demand for perishable 
commodities. If we follow Brems, we have 
two theories of demand. One, however, is 
not only sufhicient, but preferable. 

Stocks and numbers. No question has 
been raised about Brems’ idea that“... “hen 
a new-car buyer trades in his used car, the 
latter will replace somebody's still olcer car 
which in turn will replace somebod else's 
still older car, until finally a jalopy is 
junked.” However, this “bumping” has no 
particular bearing on the questionable pro- 
cedure which Brems followed in his article; 
in defining an economically relevant stock 
variable, Brems added together numbers of 
cars of different ages. While it is true that 
four apples plus six pears make ten pieces 

*Hans Brems, “Long-Run Automobile Demand,” 
THE JOURNAL OF MARKETING, Vol. 20 (April, 1956), 
PP. 379°354- 

*Marc Nerlove, “A Note on 
mobile Demand,” THE JOURNAL 
22 (July, 1957), pp. 57-64. 


Long-Run Auto- 
OF MARKETING, Vol. 


@ About the Author. Marc Nerlove, formerly with 
the United States Agricultural Marketing Service, 
has been engaged in developing new statistical 
techniques to measure economic factors which in- 
fluence the supply of and demand for agricultural 
commodities. He is now on military leave. 


of fruit, and four 1937 Plymouths plus six 
1955 Cadillacs make ten automobiles, pieces 
of fruit or numbers of automobiles may not 
be entirely relevant to the problem. 
Prediction. In criticizing Brems’ article, 
it was stated that the empirical results pre- 
sented “. should be regarded as merely 
illustrative.” ‘The reasons were: (1) many 
important variables had been left out of 
the analysis; and (2) the price series used 
was highly inadequate. Included in my 
analysis were price, consumer income, and 
population, but not (1) the extent and 
quality of the highway network; (2) the 
degree of urbanization and/or suburbaniza- 
tion; or (3) the operating costs of running 
an automobile, including garage _ bills, 
gasoline and oil, insurance, and the like. 
All of the variables excluded are impor- 
tant, and their exclusion may-result in a 
statistical bias in the estimates of the co- 
efiicients in equation (6)* and, therefore, in 
the estimates of the appropriate rate of de- 
preciation, the constant of proportionality 
related to the adjustment path to long-run 
equilibrium, and the coefhicients of price 
and per capita income in my long-run de- 
mand equation. Furthermore, the list prices 
of new cars were used to compute the index 
of price used in my statistical analysis. It is 
common knowledge that list prices are 
hardly representative of the actual prices 
which are paid for new automobiles. In 
particular, the fluctuations in list prices are 
considerably less than the fluctuations in 
actual prices paid. Consequently, we might 
expect that the coeflicients of current and 
lagged prices in equation (6) tend to be 
statistically biased and the correlation be- 
tween current and lagged prices to appear 
much higher than it actually is. The result 
is that the estimates of the more funda- 
mental parameters of my model are also 
*Same reference as footnote 2, p. 64. 
*Same reference, p. 63. 
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biased. In particular, the rate of deprecia- 
tion based on the ratio of the coefficients of 
current and lagged prices is likely to be 
severely biased. 


Brems has chosen to address most of his 
remarks to my empirical results and, in 
particular, to my computed rates of de- 
preciation. He compares the latter with the 
predictions of new-car purchases for 1956 
and 1957 which may be derived from his 
analysis. It should be pointed out, however, 


that the validity of my approach does not 
depend on the specific empirical rates of 
depreciation obtained. A more appropriate 
test of our two approaches should be to 
compare forecasts of new-car purchases. In- 
asmuch as the specific empirical results 
presented are illustrative in character, a 
predictive test based on those results would 
not, strictly speaking, be conclusive. Further 
refinement in obtaining empirical magni- 
tudes will surely be necessary before a de- 
cision can be made. 


COMMENTS ON MARC NERLOVE, 
“ON AUTOMOBILE DEMAND: A REPLY” 


HANS BREMS 
University of Illinois 


ERLOVE thinks that one theory of de- 
mand is preferable to several. But 
there is no reason to believe that the de- 
mand for automobiles should behave like 
the demand for tomatoes, and nothing 
good can come out of the assumption that 
it does. 

Nerlove says that “bumping” has no 
bearing on the procedure I followed. It 
does have a bearing. If retired automobiles 
are replaced by new ones thanks to “bump- 
ing,” then retirement is a clue to new-car 
demand, and retirement at time t equals 
new-car demand at time t-L, where L is use- 
ful life. This was the very essence of my 
L’th order difference equation (4). Such an 
L’th order difference equation, incidentally, 
has no counterpart whatever in the study 
of perishables. The reason I used physical 
stock rather than value of stock was that I 
wanted to keep matters simple, and if 
“bumping” works, my procedure is much 
less objectionable than if it did not work. 
It should be pointed out that the soundness 
of my procedure is not dependent upon the 
assumption of a constant L. If useful life 


e@ About the Author. Hans Brems is professor of 
Economics at the University of Illinois. He has a 
Dr. Polit. from the University of Copenhagen. 


changes in a known way, that phenomenon 
can be included in my system. This was 
done verbally in the first column on p. 382 
in my original article. Mathematically, the 
order of my difference equations becomes 
a variable, and things become more compli- 
cated, of course. But retirement is still a 
clue to new-car demand. 
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PIONEERS IN MARKETING* 


EDWIN GRISWOLD NOURSE 


HE life and writings of Edwin G. 

Nourse clearly demonstrate the rela- 
tive youthfulness of the fieldof marketing 
as an academic study and discipline. 
Here, as in other instances in this bio- 
graphical series, is a man who is still con- 
tributing actively to scientific literature 
and to public policy, even though he was 
a pioneer author and scholar in the field 
of marketing. 

The Chicago Produce Market which 
appeared in 1918 was the published 
form of Dr. Nourse’s doctoral disserta- 
tion written under Professor J]. Laurence 
Laughlin at the University of Chicago 
in 1914-15, and later revised under the 
direction of the then Assistant Professor 
Melvin T. Copeland of the Harvard 
Graduate School of Business Adminis- 
tration. Dr. Nourse recounted at the 
University of Illinois Symposium in the 
fall of 1955, when he received the Paul 
D. Converse Award, that it was some- 
what of a shock at the University of Chi- 
cago when he suggested making this em- 
pirical marketing study for his doctoral 
dissertation. But he had been a farm boy 
during the period when farmers and ur- 
ban consumers felt very strongly that 


* Regarding PIONEERS IN: MARKETING. In 
order to pay tribute to the men who have been 
leaders in the field of marketing, some years ago 
the American Marketing Association established a 
Committee on Biographies to run a series of state- 
ments on the pioneers in the field. In this series 
the Association honors the distinguished men of 
the past, and those of the present who are approach- 
ing retirement, who have contributed in an out- 
standing way to the thought and development of 
marketing. 


Wroe Alderson 
Albert W. Frey 
E. T. Grether 


John E. Jeuck 
Fred M. Jones 
Franklin Lynip 


Perry Bliss, Chairman of Committee on Biographies 


certain monopolistic and Machiavellian 
influences were working against them in 
American markets. The Chicago Prod- 
uce Market was an institutional explora- 
tion into the workings of one aspect of 
the mysterious mechanism and forces op- 
erating between farmers and city con- 
sumers in one important market. At the 
same time a number of other pioneering 
studies of agricultural marketing were 
under way, including L. D. H. Weld, 
The Marketing of Farm Products (1916). 

When the youthful Edwin G. Nourse 
undertook this market investigation in- 
stead of the one in the field of money 
and credit that had been anticipated, be- 
cause of his position as assistant to Pro- 
fessor Laughlin, he foreshadowed a pat- 
tern of interest and analysis that has run 
throughout his entire career. To him the 
market was not a passive or neutral fac- 
tor in the price-making process but, by 
its structure and practices, went far to 
determine which demands were brought 
in touch with which sources of supply. 
Markets and marketeers therefore were 
dynamic forces in activating and guiding 
consumer or user demands and in dis- 
covering, stimulating, and aiding sup- 
pliers. This thesis was explicitly devel- 
oped in an article “Normal Price as a 
Market Concept,” Quarterly Journal of 
Economics, August, 1919. 

Dr. Nourse’s basic interests and in- 
quiring mind led him for years into a 
number of careful investigations in the 
field of agricultural marketing. Typical 
products of these inquiries were: The 
Legal Status of Agricultural Cooperation 
(1927), and The Cooperative Marketing 
of Livestock (with J. G. Knapp, 1931). 
But he was equally interested in ex- 
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ploring industrial production, market- 
ing, and pricing. The results of these 
explorations appeared in such volumes 
as America’s Capacity to Produce (with 
associates, 1934); Industrial Price Poli- 
cies and Economic Progress (with H. B. 
Drury, 1938); and Price Making in a 
Democracy (1944). In the latter two in- 
stances, as well as in other studies, such 
as Marketing Agreements under the Ag- 
ricultural Adjustment Administration 
(1935) and Three Years of the Agricul- 
tural Adjustment Administration (with 
J. S. Davis and J]. D. Black, 1937), he was 
reporting also upon the character and 
effects of private and governmental in- 
strusions upon the guiding role of free 
markets. 

These studies and experiences, and 
numerous others, provided excellent 
background for Dr. Nourse when he be- 
came the first Chairman of the Council 
of Economic Advisers in the Executive 
Offices of the President of the United 
States in 1946 under the Employment 
Act of 1946. In accordance with his back- 
ground and experience, he persistently 
stressed the importance of price or mar- 
ket adjustments as a means of attaining 
stability and promoting the growth of 
the economy no less than the comple- 
mentary over-all influences of fiscal and 
monetary measures. 

Space cannot be taken here to review 
in full Dr. Nourse’s contributions to 
scholarship, to academic instruction, and 
to private and public policy. An incom- 
plete bibliography records that he is the 
author of some 150 publications (exclud- 


ing governmental reports) ranging all 
the way from an article “Has a Pig More 
Sense than a Sophomore?,”’ Country 
Gentleman, December 27, 1924, to his 
book Economics in the Public Service 
(1953). In the latter volume he inter- 
preted his experience as Chairman of 
the Council of Economic Advisers in 
Washington. Early in his career Dr. 
Nourse held academic appointments at 
the University of Pennsylvania, Univer- 
sity of South Dakota, the University of 
Arkansas, and lowa State College. Just 
prior to his appointment as Chairman of 
the Council of Economic Advisers by 
President Harry S. Truman in 1946, he 
was the Vice-President of the Brookings 
Institution. He has received the highest 
recognition that professional associations 
can bestow, including the Presidency of 
the American Economic Association 
(1942), of the American Farm Associa- 
tion (1924), and Chairmanship of the So- 
cial Science Research Council. 

The dominant factor that gave form 
and substance to the career and contri- 
butions of Edwin Griswold Nourse has 
been the desire to understand and ex- 
plain the workings of our price and mar- 
ket system. Few men, if any, have made 
greater contributions to such an under- 
standing. But Dr. Nourse also has had 
the unusual opportunity of making di- 
rect applications in the public service at 
the highest level of influence of his 
knowledge, wisdom, and high standards 
of professional performance. 

T. 
University of California 
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individual items. 


List of GENERAL HEADINGS 


. Advertising 
. Area Analysis 
2A. Retail Trading Areas 
2B. Wholesale Trading Areas 
2C. Interregional Trade 
. Bibliographies 
. Buying and Purchasing 
5. Communication and Market News 
. Costs and Efficiency 
. Customer Analysis 
7A. Business Customers 
7B. Ultimate Consumers 
. Financing 
. Foreign Marketing (including Marketing by 
Domestic Firms in Foreign Countries, and Inter- 
national Trade) 
. General Marketing Studies 
. Government Regulation 


Many business schools publish monthly or 
quarterly journals which contain articles of 
interest to readers of this section of THE 
JOURNAL OF MARKETING. Other schools pub- 
lish such articles at irregular intervals which 
would be no less interesting. 

Mr. James E. Saunders, Market Analyst, 
Automobile Club of Southern California, 
2601 South Figueroa Street, Los Angeles 54, 
California, has accepted the assignment of 
abstracting such articles. Please send mate- 
rial to him, indicating that which you wish 
returned. It will be appreciated if business 
schools will place his name on their mailing 
lists to receive copies of their appropriate 
publications. 
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. History and Trends 

. Integration 

- Managerial Control (including Accounting Con- 
trol, Inventory Control, Statistical Control) 

. Managerial Organization of Marketing Activities 

. Marketing of Specific Goods and Services 
16A. Agricultural Goods and Raw Materials 
16B. Industrial Goods 
16C. Manufactured Consumers’ Goods 
16D. Services 

. Merchandising 

. Prices and Price Policies 

. Related Subject Matter Fields 

. Research and Research Techniques 

. Retailing 

Risk 

. Sales Management (including Salesmanship) 

. Sales and Economic Forecasts 

. Standardization and Grading 

. Statistical Data (including Sources, Types, Re- 
visions, and New Series) 

. Storage and Packaging 

. Teaching of Marketing 

. Theory of Marketing (including Competition) 

. Transfer of Legal Possession 

. Transportation 

. Wholesaling 

. Unclassified 


1. ADVERTISING 


1.1 Sales Promotion Comes Into Its Own. Duns 
Review and Modern Industry, November, 
1957, pp. 126-129. [R.L.C.] 


The results of a recent study conducted among 
producers of consumer and industrial goods con- 
ducted by Professor Albert W. Frey of the Amos 
Tuck School of Business Administration, Dart- 
mouth College, are reported in this article. Judg- 
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ing from their replies, most companies now con- 
sider sales promotion an activity in its own 
right, distinct from advertising. In 77 per cent of 
the 232 companies, the distinction is formal, and 
in many others it is informally recognized. One 
hundred of the companies have separate sales pro- 
motion budgets. 


1.2 The Research Functions of an Advertising 
Agency. Steuart Henderson Britt, Standard 
Rate and Data Service, Inc., August 15, 1956, 
23-25. [W.L.] 

Dr. Britt discusses advertising agency research op- 
erations and highlights his article by making spe- 
cific reference to the Research Department and 
research projects of Needham, Louis and Brorby, 
Inc. He explains that, “to be of greatest value to 
clients, an agency research department should 
fanction in three ways”: (1) It should be part of 
the agency's creative operation; (2) it should be 
made up of a highly trained professional group; 
and, (g) the department should work as a_ task 
force. By employing research personnel with var- 
ied and specialized training and backgrounds, and 
combining close teamwork within the group, a 
kind of “operations research” can be provided for 
clients and a careful analysis given to research 
studies and recommendations. 

All aspects of psychological marketing and _ sta- 
tistical work are handled by the Research Depart- 
ment of Needham, Louis, and Brorby. These re- 
search studies have furnished a basis for advertising 
plans and marketing decisions. Among the specific 
kinds of projects undertaken are: agricultural re- 
search, analysis of market trends, basic research 
studies, brand position determination, competitive 
advertising expense analysis, consumer preference 
studies, copy research, economic studies, market 
potential studies, media surveys, package testing, 
premium tests, price analyses, products tests, psy- 
chological (motivational) research, public opinion 
and attitude surveys, readership surveys, sales anal- 
yses, sales tests, and store audits. Teachers of mar- 
keting research and advertising will be especially 
interested in the capsule case histories which out- 
line the problems studied, methods used and _ re- 
sults achieved, in each of the mentioned research 
areas. 


1.3 General Practitioner’s Mail Increases 40% in 
3 Years. Drug Trade News, July 15, 1957, pp- 
1, $2. [D.R.] 


The latest annual survey by Clark-O’Neill, mail- 
ing list firm specializing in professional advertising, 
finds that a typical general practitioner received 
5.041 promotional mailings in the twelve moaths 
from May 1, 1956, to April go, 1957. 

This represented an increase of 13.2 per cent 
over the previous year, and 41.7 per cent over the 
1953-54 period. 

In 83.8 per cent of the mailings, only one prod- 


uct was advertised. Two products were advertised 
in 7.4 per cent. The remdining 8.8 per cent pro- 
moted three or more products. 


1.4 Advertisers’ Guide to Marketing for 1958. Pat- 
rick J. Kelly, Editor, Printers’ Ink, August 23, 
1957- 

The fifth edition of the Printers’ Ink Advertising 
Guide, distributed with the August 23 issue, in- 
cludes thirty-five sections covering marketing and 
advertising data, media, and other information of 
particular interest to advertisers. The mass of sta- 
tistical information in the volume and the many 
media advertisements make the volume interesting 
for browsing as well as a useful research tool. 


1.5 Problems actuels de la Publicite: Le cinema 
publicitaire doit-il demontrer ou distraire? 
Lebraud, Mouton de Villaret, Asseo, Remont, 
Paquin, Vendre, Juin, 1957. 

This article is a discussion held at the Ecole des 
Hautes Etudes Commerciales. 

M. Lebraud is directeur general of Jean Mireur, 
one of the biggest firms in motion picture theatre 
intermission films in France. M. Mouton de Vil- 
laret is secretaire general of Flaminaire (cigarette 
lighters), MM. Asseo and Remont are outstanding 
advertising film makers. 

The quality of French advertising films is shown 
by the use of French firms by foreigners—for ex- 
ample, Minnesota Mining and Manufacturing, Tri- 
cofilima (Italie), Martini (England), Fewa (Ger- 
many). 

Incidentally, Paris legitimate theaters and music 
halls are starting to show advertising films during 
their intermissions. 

The general conclusion is that advertising films 
must first grasp attention, then distract. Brand im- 
pression, creation of prestige, and demonstration 
are the services of films. Films alone allow certain 
spectacular effects. Full value is not drawn out of 
films if these effects are not fully exploited. Prestige 
is achieved to a great extent by the impression left 
by a film—for example, an expensive cigarette- 
lighter film might leave the impression of richness, 
of quick response, of long life. 

Demonstration is of little value to products hav- 
ing similar competitors (for example, detergents 
and aperitifs). The fewer the films for such prod- 
ucts and the shorter their run, the blunter they 
must be and the more important is the showing of 
product application. 

Demonstration is likewise less important for in- 
expensive, frequently-purchased articles (for exam- 
ple, toothpaste and beer) than for big-ticket items 
(for example, washing machines and typewriters). 

Films should be a part of an integrated advertis- 
ing program using other media. It is to be noted, 
though, that two products have been launched in 
France using intermission films only (Jaz clocks 
and Vitapointe brilliantine). 
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Intermission advertising should be carried on for 
long periods. Cartoons and trick photography films 
can be shown the most often, plot films the least. 


1.7 The Advertiser Looks at Radio . .. Again! 
William A. Mindak, Journalism Quarterly, 
Summer, 1957, pp. 317-322. [W.t.] 


As a result of the interaction between radio sta- 
tions and networks and advertising media analysts, 
radio is being rediscovered as an advertising me- 
dium. This switchback to radio by many advertisers 
is partly accounted for by what has been considered 
radio's most serious advertising weakness: that peo- 
ple can do other things while listening to the 
radio. 

The networks have taken steps to adjust radio 
to advertisers’ needs. The units of time sold have 
become much more flexible, rates have been read- 
justed, and extra time has been allotted to adver- 
tisers until the guaranteed circulation has been 
realized. Changes in programming by networks 
have made radio a daily companion. In addition, 
independents have added about 2,000 AM stations 
and attempt to reflect community activities. Some 
FM stations have specialized in classical music, 
drama, and poetry. Other stations cater to foreign 
groups and minorities, attending to the needs and 
wants of their community. 

Along with this reawakening have come two 
major problems. The first is the battle between the 
networks and the variety programming they advo- 
cate and the independent stations ranging from 
“juke-box” types to progressive community sta- 
tions. Second is the concern of both advertisers and 
listeners about the number and type of commer- 
cials. 


1.8 Doctors Prefer Factual Mail. Drug Trade News, 
October 21, 1957, pp. 2, 22. [D.R.] 


A survey by Buckley-Dement Advertising Corp. 


of Chicago shows that doctors prefer “straight 
factual presentation of product uses” in the ad- 
vertising they get from pharmaceutical manufac- 
turers. They are annoyed by “tricks and gimmicks” 
in direct mail ads. 

The survey was directed at 9,365 doctors, and 
brought responses from 4,684. 

Among conclusions drawn from the study: 

(1) “Illustrations of products and packages should 
be exact and accurate to insure recognition.” 

(2) “Product information should include 
on side effects and contra-indications.” 

(3) “Dosage, cost to the patient, and packaging 
form should be clearly specified, preferably on a 
standard size card for convenient reference and 
filing.” 

(4) “Unsolicited advice on how to conduct his 
practice is resented by the physician.” 

(5) “Specialists are annoyed with mailed material 
not relevant t6 their fields.” 


data 


1.9 59° of Small Town Druggists Advertise. Ameri- 
can Druggist, July 15, 1957, p. 61. [D.R.] 


A survey conducted among’ 374 publishers of 
small town newspapers shows that 59.4 per cent of 
the drug stores in the towns where the newspapers 
are located used newspaper advertising 
1956. In 1955, the percentage was 58.5. 

Altogether, the 10,804 small town druggists who 
advertised in 1956 bought 149,073,407 agate lines of 
space, for an average of 13,684 lines per store. This 
represents a 22.7 per cent increase over the year 
before. 

With the average rate per line up from 4.76¢ in 
1955 to 5.29¢ in 1956, the typical druggist’s ex- 
penditures for newspaper advertising rose from 
$531 to $724—an increase of 36.4 per cent. 

Drug stores and newspapers covered by the sur- 
vey are those in towns with populations under 
10,000. 
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2. AREA ANALYSIS 


2.1 Megalopolis or the Urbanization of the North- 
eastern Seaboard. Jean Gothman, Economic 
Geography, July, 1957, pp. 189-200. [E.J.K.] 


Megalopolis is the term used to describe the 
coalescence of a chain of metropolitan areas each 
of which has grown around a substantial urban 
nucleus. The term is applied to the super-metro- 
politan area along the Northeastern seaboard from 
north of Boston to below Norfolk, Virginia. A 
study of the area is interesting because it suggests 
the geographic pattern of activities that may well 
be national “normalcies” of the advanced civiliza- 
tion of the late twentieth century. Marketers have 
a special interest in the commercial and financial 
functions of Megalopolis and in the modes of liv- 
ing and trading which are evolving out of it. 


2A. AREA ANALYSIS: RETAIL TRADING 
AREAS 


2A.1 Impact of Long Island Centers on Shopping 
Habits. T. D. Ellsworth, Dolores Benjamin 
and Herman Radolf, Journal of Retailing, 
Fall 1957, pp- 109-118. [S.c.H.] 


This is a detailed summary of 1,500 interviews 
with shoppers in three new major centers on Long 
Island, a suburban area to the east of New York 
City. Perhaps the most interesting findings were 
that each center drew largely from its immediate 
environment, that “there was little evidence that 
shoppers would travel past one center to get to an- 
other,” that the centers had made their greatest in- 
roads in children’s wear, women’s wear, piece goods 
and household textiles while having considerably 
less impact in men’s wear, furniture and hardware; 
and that over one-quarter of the shoppers left 
centers without making planned purchases. 
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4. BUYING AND PURCHASING 


4.1 An Approach to Human Ethology. Clair Russell 
and W. M. S. Russell, Behavioral] Science, 
July, 1957, pp. 169-200. [s.c.4.] 


study of the way in 
which human society adjusts to its environment, 
and strives to achieve its ends. 


Human ethology is the 


The authors seem 
to see survival over time as the prime goal of man 
kind, although they apparently also value progress 
and improvement in the satisfactions of life. Hu- 
man behavior is distinguished animal be- 
havior by the exercise of intelligence (involving 
such factors as ability to abstract and classify, con 
trol of information, ability to correct, revise and 
correlate information, and cerebral power) while 
animal behavior is dominated by instinct, routine, 
rigidity and stereopty. Neurotic human behavior 
is seen as a drop to the animal level. 

The theory as presented has a number of points 
of congruence with Alderson’s approach to market- 
ing, expressed in Marketing Behaviot and Execu- 
tive Action, many of which Alderson pointed out 
in a paper delivered to the Marketing Theory Sem- 
inar at Boulder. The authors’ framework and sug- 
gestions for research point out avenues of explora- 
tion studying socially effective marketing 
adaptation (albeit at a very generalized and theo- 
retical level). Their comments on the necessity for 
variance and the dangers of homogeneity in an 
on-going society are also relevant to the “Organi- 
zation Man” type of discussions which have in- 
terested many marketing people. 


from 


4.2 The Concept of Power. Robert A. Dahl, Be- 
haviorial Science, July, 1957, pp. 
[S.C.H.| 


201-215. 


The concept of power, regularly used by politi- 
cal scientists, is an extremely slippery one. Dahl 
proposes that the power of any given actor (indi- 
vidual or organization) “A” be measured by “the 
difference in the probability of an event, given 
certain action by A, and the probability of the 
jsame| event, given no such action by A.” He tries 
to apply this measure to voting in the U.S. Senate, 
and notes the operational difficulties encountered. 
The relationship to studies of buying influence is 
obvious. 


5. COMMUNICATION AND MARKET NEWS 


5.1 The Two-Step Flow of Communication: An Up- 
to-Date Report on an Hypothesis. Elihu Katz, 
Public Opinion Quarterly, Spring, 1957, pp. 
61-78. [W.T.K.] 


The hypothesis that “ideas often flow from radio 
and print to opinion leaders and from these to the 
less active sections of the population” has been 
tested in several successive studies since first 
postulated by Lazersfeld, Berelson, and Gandet in 
The People’s Choice. Katz reviews the literature 


relevant to the two-step flow that has appeared 
since 1948. He concludes that studies to date have 
tended to verify the hypothesis. However, he points 
out two further refinements of the theory that have 
evolved from recent investigations. Not only are in- 
terpersonal relations channels established for in- 
formation flow; they are sources Of social 
pressure, and sources of social support. Each re- 
lates interpersonal relations to decision-making in 
a somewhat different way. 


also 


5.2 Persuasion and Public Relations. Rex F. Har- 
low, Public Relations Journal, October, 1957, 
pp. 14-16, 18. [W.L.] 


The most widely used tool of public relations is 
persuasion—“the influencing of attitudes and opin- 
ions through communication to make people act.” 
The effectiveness of public relations in the final 
analysis is measured in terms of persuading peo- 
ple to accept the cause and activity he serves. So- 
cial-science findings provide materials that can 
help increase the effectiveness of persuasion. 

All people, most of the time, are trying to satisfy 
fundamental wants. Self-interest appears to be a 
stronger appeal than any other. “The need to be- 
lieve oneself rational is as much a human want as 
the desire to own things.” Through logical and 
factual arguments and factual evidence, persuaders 
often try to satisfy the desire of their audience. 
The problem of persuasion is one of conciliation: 
emphasizing points of agreement, avoiding points 
of disagreement, and leading gradually to the per- 
suader’s conclusions. 

A requisite of mass persuasion is an understand- 
ing of the language of the masses. To influence be- 
havior, a chain of processes must be initiated. The 
following principles laid down by Cartwright can 
be used as guides in mass persuasion: (1) The 
message must reach the sense organs of the people 
to be influenced. (2) The message must be accepted 
as part of the person’s beliefs, opinions, and facts. 
(3) The action must be seen as a path to some goal 
the person has. (4) To induce a given action, the 
person’s behavior must be under control of ap- 
propriate motivations, attitudes and opinions at 
the right time. 

In solving persuasion problems, the first step is 
to determine the kind of problem; whether it is a 
problem of fact, prediction, or value. Then the 
basic assumptions and issues upon which a solu- 
tion rests should be decided. 

Research findings indicate that people prefer not 
to face implications of ideas contrary to their own. 
A person faced with persuasive materials which 
contradict his beliefs evades the issue psychologi- 
cally by not understanding the message. 

Sometimes the truth seems so preposterous to 
the communicatee (insufficiency of the truth) that 
understatement must be used to get the message 
across. Understatement tuned to the receptive ca- 
pacity of targets can be effective as is evidenced in 
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the sales technique of underselling a product. Per- 
manently favorable results from persuasion can 
only be effective if the environment is such that it 
makes it comfortable and easy for audiences to re- 
main persuaded. 


5.3 The Prevalence of Faces. Robert Strunsky, Pub- 
lic Relations Journal, August, 1957, pp. 7-8, 
18. [w.L.] 


We are a society of face-to-face communicators. 
In our instruments of mass communication such 
as television, magazines, and newspapers, which 
are picture dominated, we spend more time look- 
ing at each other’s faces than did any of our 
predecessors. The author claims that “these faces 
are the chief sources of most of our information 
and opinions we receive.” It is faces that tell us 
what to buy, how to act, what to do, etc. Face-to- 
face communication has a profound effect on our 
lives, influencing our sense of environment and 
direction. In the adult world today, we rely on 
faces rather than on words; and it becomes difficult 
to separate illusion from reality in face-to-face 
communication. 


5.4 Through a Glass Darkly. Stewart Schackne, 
Public Relations Journal, July, 1957, pp- 
6-7 ff. [w.L.] 


The communications process does not consist of 
merely supplying the facts. It must also consider 
the predisposition of people receiving these facts. 
Facts exist and take on meaning in relation to the 
values, fears, expectations, and hopes of individuals. 
Communicators must empathize with the values 
and sentiments of the communicatees. Understand- 
ing the existing differences among groups of peo- 
ple should influence not only what is said, but how 
it is said. Techniques used to present a message 
have an important influence on the degree of mes- 
Sage acceptance. 


5.5 Information, Truth, and Opinion Change. 
Walter Weiss, Public Relations Journal, July, 
1957, pp- 8-9, 26. [W.L.] 

Companies attempt to change peoples’ opinions 
through information campaigns. The implicit as- 
sumption behind these campaigns is that opinions 
about an object solely reflect knowledge concerning 
the object. If the knowledge is corrected, then the 
opinion will be changed. 

Weiss states that there is sufficient research evi- 
dence to believe that people can receive informa- 
tion and remember it and not change their opin- 
ions or attend to the message. “A first law of mass 
communication is that people attend to those ap- 
peals that are consonant with their existing in- 
terests and opinions and avoid the non-consonant 
ones.” To make an impact on opinions, a message 
must be accepted as true, sound and valid. 

The truth value of a communication is deter- 


mined by the audience rather than the communi- 
cator. Truth is not inherent in a message, rather 
it depends on audience judgment. The bases for 
audience judgment are the reputation of the com- 
municator, the consistency of the communicator, 
the congruency of the communication with existing 
attitudes and opinions, the audience expectations 
about the customary amount of truth in communi- 
cations, and the agreement between predicted 
events and reality. 


6. COSTS AND EFFICIENCY 


6.1 Materials Handling in Public Refrigerated 
Warehouses. Theodore H. Allegri and Joseph 
F. Herrick, Jr., Agricultural Marketing Serv- 
ice, U. 8. Department of Agriculture, Wash- 
ington 25, D. C., July, 1957, 120 pages. [J.K.s.] 


This report, Marketing Research Report No. 
145, is based on economic-engineering studies of 
handling refrigerated products into, within, and 
out of public refrigerated warehouses. The objec- 
tives of this research were: (1) To determine the 
comparative efficiency of various types and com- 
binations of materials-handling equipment for per- 
forming the different handling operations with 
representative types of containers. in warehouses of 
single-story and multi-story design; and (2) to de- 
termine the best practices in using the materials 
handling equipment. 

Time studies provided data on the elapsed time 
required for performing the various operations, and 
gave the total labor and equipment requirements 
of the methods and combinations of equipment, in 
terms of time and cost in materials-handling op- 
erations only. The costs of management and the 
warehouse structure were not included in these 
evaluations. 


7B. ULTIMATE CONSUMERS 


7B.1 Tenth Annual Consumer Buying Habit Study 
of the City Zone Market of Appleton-Nee- 
hah-Menasha, Wisconsin. Appleton Post-Cres- 
cent, Appleton, Wisconsin. 64 pp. [R.L.c.] 


This study is designed to provide advertisers, 
agencies, distributors, brokers, district sales man- 
agers and sales representatives with accurate and 
up-to-date information about consumer buying 
habits in the Fox Cities market. The 1957 report 
presents the buying habits information for a five- 
year period and was produced by the Promotion 
Department of the Appleton Post-Crescent in co- 
operation with Medill School of Journalism of 
Northwestern University. This last year the study 
served double duty. The major portion of the re- 
port contains the tables and statistics relative to 
the Consumer Buying Habit Study. This material 
is presented without interpretation or comment. 
In addition, there is a fourteen-page section de- 
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voted to additional facts and information about 
the Fox Cities market—what and where it is, data 
about its population, income, industry, and rela- 
tionship to other areas. 


7B.2 Recreation in the Age of Automation. The 
innals of the American Academy of Political 
and Social Science, September, 1957. [S.C.H.] 


Increasing productivity suggests the possibility of 
greatly incyeased leisure in future years. Conse- 
quently the September, 1957, issue of the Annals 
seeks to explore the social, cultural, economic, and 
professional implications of the possible changes in 
the relationship between working and non-working 
hours. While practically all of the articles are of 
interest to marketers, a few have especial signifi- 
cance. 

George Soule, Economics of Leisure,” touches 
upon the problem of choice between more goods 
and more leisure. He devotes particular attention 
to the problem of valuing free time in selecting be- 
tween alternative uses of leisure. Traditional mar- 
ginal analysis seems to be of little help, but much 
study should be devoted to the psychology of rec- 
reational choices. John T. Howard, “Future Metro- 
politan Growth and Planning,” calls for new ap- 
proaches to urban development so as to insure 
adequate recreational facilities. Joseph E. Choate, 
“Recreational Boating—The Nation’s Family Sport,” 
and James L. Bossemeyer, “Travel: American 
Mobility,” present case histories of two expanding 
recreational industries; and William G. Lipscomb, 
“Go Now—Pay Later,” reports on the success of 
deferred-payment plans in international air travel. 


8. FINANCING 


8.1 Accounts Receivable Financing as a Method of 
Business Finance. Clyde W. Phelps, Studies 
in Commercial Financing No. 2, 1957, 65 pp. 
(Baltimore: Educational Division, Commer- 
cial Credit Company.) [R.H.C.] 


In his first study in the series entitled’ “Studies 
in Commercial Financing,” Professor Phelps dis- 
cussed the role of factoring in modern business fi- 
nance (see review in THE JOURNAL OF MARKETING, 
April, 1957). His present study, Accounts Receiva- 
ble Financing as a Method of Business Finance, 
adds to the literature the most up-to-date and also 
the most extended treatment devoted exclusively 
to ordinary, or non-notification, accounts receivable 
financing. Since a large volume running into hun- 


dreds of pages would be required to deal with all. 


the details of the development and the mechanics 
of operation of accounts receivable financing, in 
his present volume Professor Phelps has limited 
his analysis to “those main aspects which are im- 
portant in gaining an introduction to an under- 
standing of the subject, explaining the nature and 
origin of accounts receivable financing, the reasons 


for its widespread use by business firms, the costs 
involved, the supplementary financing services 
which are offered in conjunction with it, and the 
recent trends in this field of business finance.” 

This excellent study is careful to point out that 
many business firms find little advantage in using 
accounts receivable financing. In fact, a statement 
to this effect appears more than a dozen times in 
the study, and Professor Phelps is careful to em- 
phasize that because businesses differ considerably 
in their needs and in their opportunities for growth 
each individual firm must arrive at its own answer 
to the question, “Is accounts receivable financing 
worth its cost?” 

Because of the confusion that exists in many 
texts as to rate making and the relationship ex- 
isting between per diem and annual effective rates, 
a special endeavor has been made to clear up this 
misunderstanding. It is carefully spelled out that 
the cost of accounts-receivable financing at the 
leading finance companies is in the form of a sin- 
gle charge, a per diem rate of a minute fraction of 
1 per cent applied against the average daily face 
value of the receivables outstanding during the 
month. It should be recognized, however, that cus- 
tomers are charged only for the amount of cash 
they use each day—a technique which makes this 
method of financing actually less expensive for 
some firms than other methods of obtaining funds. 

Although this study admittedly is not all inclu- 
sive in scope, it is possible that the reader would 
have benefited from a more complete discussion of 
the income tax problems involved when a firm 
sells its installment receivables outright or when 
it obtains a loan secured by the pledge of such re- 
ceivables. Also, the growing importance of revolv- 
ing credit in the retail field would seem to call for 
some discussion of the particular problems in- 
volved in financing this type of receivables. 

Once again Professor Phelps has been successful 
in bringing about a better understanding of the 
close tie between marketing and finance. This is 
“must” reading for businessmen and students in 
both fields. 


8.2 Controlling Open Account Credit in Feed Co- 
operatives. Charlie B. Robbins and Lacey F. 
Rickey, Farmer Cooperative Service, USDA 


Circular 24, September, 1957. [J.K.s.] 


Credit is such an integral part of present day 
distribution that most feed co-operatives and other 
feed handlers find it necessary to include this as 
part of their service. In order to avoid excessive 
losses, the extension of credit must be limited by 
definite policies consistently administered. 

A survey was made of the credit policies and 
practices of thirty-seven farmer associations located 
throughout the United States. The group consisted 
of ten wholesale firms with a combined supply 
volume in 1955 of $273 million and twenty-seven 


426 


THE JOURNAL OF MARKETING 


April 1958 


retail firms with a total volume of $397 million. 
Data were obtained for business years from 1951-55- 


8.3 Credit Management’s Dual Function: 3-Way 
Stewardship, Aid to Sales. G. J]. Gregor, 
Credit and Financial Management, pp. 20-21. 
[w.L.] 


The credit has a twofold function to 
perform: to be steward over the company’s reputa- 
tion, money, and ideas, and to help make 
products easier to buy. Stewardship of the com- 
pany’s reputation can be practiced by adopting a 
sensitive feeling for public relations and trying to 
make the company’s products more buyable through 
new credit techniques. The credit manager must 
find ways to make the company’s products wanted 
and easy to buy. A full working relationship must 
be achieved between credit and sales. “Credit is 
and always will be a sales technique and the good 
creditman can and must be a top-flight salesman, 
alert for ways in which he can contribute to the 
total marketing picture.” 


manager 


9. FOREIGN MARKETING 


9.1 The Role of the Middleman in the Internal 
Distribution System of a Caribbean Peasant 
Economy. Sidney W. Mintz, Human Organiza- 
tton (the Journal of The Society for Applied 
Anthropology). Summer, 
|S.C.H. 


1956, pp. 18-23. 

An interesting description of the role of 
“higglers,”, women who act as extremely small- 
scale specialist middlemen in distributing a con- 
siderable portion of marketed agricultural output 
in Jamaica, B.W.I. Dr. Mintz finds that these 
women are incredibly inefficient when judged by 
standards appropriate to more developed economies. 
However he raises three basic questions as criti 
cisms of proposals for market reform: (1) What will 
be the source of capital for reform? (2) What 
occupational outlets will absorb the displaced 
higglers? and (3) Will reform disadvantage sub- 
stintial blocs among the peasant farmers? An 
extensive bibliography on Caribbean marketing 
appears in the footnotes. 


9.3 Traders Now Tack Toward Bigger Imports. 
Chemical Week, October 12, 1957, pp. 95-96, 
g8. [J.K.M.] 


Prodded by competition from U. S. chemical 
producers’ swelling export organizations, pressed 
by rising foreign production, and harried by a host 
of tariff, currency and license barriers, merchant 
traders are going after chemical imports. For ex- 
ample, Baird Chemical Corp., largest of the 
chemical export companies, has launched a cam- 
paign to induce foreign companies to sell their 
exports in the U.S. 

Pharmaceutical traders lead the 


and chemical 


trend but many others have switched too. Within 
the next few years many traders hope to reverse 
their export-import ratio, raising imports to 60 
per cent of total business. 


9.4 America Becomes a Trader. Gilbert Burck and 
Sanford S. Parker, October, 
pp. 123 seq. [W.T.K.] 


Fortune, 1957. 

In a able article on current trends in 
American economic relations (the first of a series), 
the ‘authors review the major tendencies in our 
foreign trade, and make predictions for the future. 
Within a few short years, the United States has 
become a major trading nation. This has been due 
not only to our expenditures abroad for economic 
and military aid: our businessmen have learned 
how to develop foreign markets. It has been due 
to “ uncounted thousands of 


very 


imaginative de- 


cisions by individual businessmen here and abroad. 


One would expect that the export market had 
grown, and it has from $17.9 billion in 1954 to an 
estimated $26 billion in 1957. But the surprising 
changes have been in imports. These rose from $14 
billion to $18 billion in the last three years. Manu- 
factured products from abroad rose from 
billion to $3.7 billion during the same period, an 
increase of 70 per cent. 

Government aid to foreign countries filled in a 
good part of the excess of exports over imports 
in the past. This has declined, and the slack has 
been taken up by increased investment of US. 
capital abroad. In 1957, Fortune estimates that net 
private investment abroad will be $3.5 billion, com- 
pared with a rate of $1 billion per year in the early 
1950's. 


$2.2 


Based on present trends, Fortune foresees by 1966 
an exportation of $35 billion of goods and services, 
and an import rate nearly balancing the exports. 
Implications for the domestic market are traced by 
the article. 


12. HISTORY AND TRENDS 


12.1 Are We Heading for a Rental Economy? Jide, 
October 11, 1957, pp. 15-17- [E-J-K-] 


Joseph J. Thursh predicts the distribution revo- 
lution necessary to expand consumer demand to 
match factory output will result in a switch from 
private ownership of goods to mere control of 
them, that is, rental. Renting goods widens the area 
considerably of what a person can afford. Every- 
body’s absorption capacity is stepped up a notch, 
aggregately giving great relief to clogged distribu- 
tion channe!s. 

The rental system is already entrenched in the 
automobile and equipment fields. The major appli- 
ance field is seen as nearly ready for a rental system. 
This change, if it comes, will raise a fundamental 
challenge for manufacturers, retailers, and adver- 
tisers. 
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12.2 Metropolis in Ferment. Annals of the Ameri- 
can Academy of Political and Social Science, 
November, 1957. [S.C.H.] 


The November issue of the Annals is devoted to 
forecasting changes in urban patterns. Raymond 
Vernon, “Production and Distribution in the Large 
Metropolis” (pp. 16-30) predicts a further increase 
in the relative importane of the larger urban areas, 
because of (1) shifts in demand from agriculture 
to services, (2) decline in importance of location 
near raw materials, (3) growth of relatively special- 
ized manufacturing plants, and (4) local, urban 
markets have grown large enough to support local 
plants enjoying economies of large scale produc- 
tion. The urban-suburban rivalry will continue 
with at least some decline in population and em- 
ployment in some central city areas. David Reis- 
man, “The Suburban Dislocation” (pp. 123-147) 
expects increasing suburbanization to enforce 
greater conformity of tastes upon consumers. Wil- 
fred Owen, “Transportation” (pp. 30-38) and 
Philip M. Klutznick, “The Provision of Shelter,” 
see promises of great progress in their fields. 


12.3 Suburbanisation of Retail Trade. American 
Sociological Review, August, 1957, pp. 427- 
433- [R.J-H.] 


A study of retail trade in 1954 as compared with 
1948 brings to light the following conclusions: The 
relative growth in retail activity, both in numbers 
of stores and value of sales, has been greater in 
standard metropolitan areas (S.M.A.’s) than in non- 
metropolitan areas. Within the S.M.A.’s the great- 
est increases in retail sales have occurred in the 
suburban areas rather than in the central city. In 
the central city areas retail trade increased more 
rapidly in those cities below 500,000 inhabitants. 
The central cities’ share of retail trade declined 
more in the Middle Atlantic area than in any other. 


12.4 Wonder Drugs Tomorrow. Thomas J. Winn, 
Drug and Cosmetic Industry, August, 1957, 


PP- 174. 175, 260-262. [D.R.] 


A study of American soldiers killed in Korea 
found that 77.3 per cent of goo men showed gross 
evidence of coronary disease. Average age of these 
men was 22 years. 

“This finding assumes even greater significance if 
you examine it in the light of current population 
Statistics. From 1940 to this year, the average 
population increase in the U.S. was go per cent. 
Within that percentage, however, the increase was 
differentially distributed among age groups. The 
number of people 60 years of age or over was up 
59 per cent; children from 5 to 9 increased 68 per 
cent; and children under 5 increased a whopping 
76 per cent. Young adults and middle-aged people 
accounted for only a small proportion of the 
increase. 


“By 1975, the experts predict, we are going to 
have 220 million people in this country, which is 
a jump of 45.7 per cent over our 151 million 
population of 1950. By far the largest proportion of 
that huge population is going to be concentrated 
at the far ends of the spectrum. It is then that 
these coronary lesions in young men of today are 
going to be turning active, creating heart attacks, 
strokes, and other tragedies in wholesale numbers. 
The significance of the Armed Forces Institute's 
discovery is that, if we expect to prevent these 
tragedies, we must start doing something about 
them now. By 1975, it is going to be entirely too 
late.” 


13. INTEGRATION 


13.1 Retailer-Producer versus Producer-Retailer. 
Robert Henry, Journal of Retailing, Fall 
1957, PP- 132-137. [S.c.H.] 


The prediction is made that the increasing 
growth of large scale-retailers able to exert counter- 
vailing pressure, the weakness of resale price con- 
trols, weakness of retail sales promotion and 
product service, retail interest in private brands, 
and possible poor matches between retailer and 
manufacturer product assortments will all tend to 
increase manufacturer interest in forward integra- 
tion. This, in turn, will heighten retail interest in 
backward integration. 


14. MANAGERIAL CONTROL (including Ac- 
counting Control, Inventory Control, Statistical 
Control) 


14.1 Makers of Varied Lines Record Top Sales 
Gain. Drug Trade News, August 26, 1957, 
pp- 2, 25. [D.R.] 


A survey of the 1955 and 1956 financial reports 
of 184 companies in the drug and allied fields shows 
that the biggest sales gains were earned by those 
companies which make diversified lines of drug 
products, prescription accessories, and toiletries. 

The eighteen companies in this “diversified” 
group averaged sales increases of 18.5 per cent from 
1955 to 1956. In second place was a group of 
thirteen manufacturers of prescription and other 
professional products with an average sales rise of 
15-6 per cent. 

Of the 14 groups into which the 184 companies 
are divided, 13 showed increases in earnings after 
taxes. 

For each of the 184 companies, the report gives 
sales, manufacturing costs, earnings before taxes, 
taxes on earnings, and earnings after taxes. Data 
is given either for the full calendar years, 1955 and 
1956, or for the two latest fiscal years on which 
official data was available. 


— 
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14.2 Getting More Sales for Your Marketing Dol- 
lar. Richard D. Crisp, Dun’s Review and 
Modern Industry, November, 1957, p. 41 ff. 
[R.L.C.] 


There is presented a_ positive program of 
marketing cost control which has been demon- 
strated to be practical and effective by use in many 
firms. The author suggests that the skeleton pro- 
gram which he outlines in this article can be 
“fleshed out” with the specifics of particular firms 
and put to work with a minimum loss of time and 
a minimum expenditure of energy. 


14.3 Every Sale Can Pay Its Way. Philip Gustafson, 
Nation’s Business, November, 1957, pp- 58-64. 
[R.L.C.| 


Distribution cost analysis is discussed in the 
article in a clear concise manner which should be 
helpful to those to whom the subject is new. The 
author lists specific benefits which not infrequently 
attend its use, illustrates the process, and indicates 
how it can be applied. 


15. MANAGERIAL ORGANIZATION 
KETING ACTIVITIES 


OF MAR- 


15.1 Influence of Product Distribution on Market- 
ing Plans. Chemical and Engineering News, 
October 7, 1957. PP- 34°37- [J-K-M.] 


The increasing complexity of today’s manufacture, 
distribution, and customer needs, demands an 
integrated approach to distribution problems. 

The wide variety of alternatives open to a manu- 
facturer requires a “system” approach by which 
marketing plans may be tailored. This distribution- 
system concept must encompass all operations from 
the last handling by the manufacturer to the 
beginning of processing by the customer. These 
seven elements should be analyzed: manufacturing 
location, product form, packaging, warehousing, 
transportation, and local delivery, materials han- 
dling at all transfer or use points, and communica- 
tions and data processing. 

The analysis should consider the impact of these 
elements on operating costs, on required invest- 
ment, on product quality and on customer service. 
A really comprehensive analysis may necessitate the 
study of numerous combinations of the elements. 

Rising distribution costs, the need for optimum 
inventories, increased competition, and demands for 
better customer service are exerting pressures 
which are changing the traditional methods for 
physical movement of goods. New technology has 
already made some economies possible and further 
gains are ou the horizon. 


16A. MARKETING OF SPECIFIC GOODS AND 
SERVICES: AGRICULTURAL GOODS AND 
RAW MATERIALS 


16A.1 Farm-Retail Spreads for Food Products. Mar- 
keting Research Division, Agricultural Mar- 
keting Service, USDA, Miscellaneous Publica- 
tion 741, October, 1957. iv + 165 pp. [J-K.S.] 


This publication provides a central reference on 
price spreads and related data on marketing farm 
food products. It should be a useful research tool 
and a source of information for those who fre- 
quently need to explain changes in farm-to-con- 
sumer price spreads. 


16A.2 Tobacco Smoking in the United States in Re- 
lation to Income. Seymour M. Sackrin and 
Arthur G. Conover, Marketing Research Re- 
port No. 189, U. S. Department of 
ture, July, 1957. [J-«-S.] 


Agricul- 


This report provides information on the nature 
and extent of the market for cigarettes, cigars, and 
pipe tobacco. Available for the first time on the 
basis of a national sample, the study presents de- 
tailed data and analyses relating to (1) numbers of 
smokers, (2) forms and rates of smoking, and (3) 
effect. on smoking of age, sex, income, regional 
location, and other population characteristics. 


16B. MARKETING OF SPECIFIC GOODS AND 
SERVICES: INDUSTRIAL GOODS 


16B.1 Raw Materials Respond to Detergent Trends. 
Chemical Engineering, October, 1957, pp. 202, 
204, 206. 


Trends in detergents mean a great deal to chemi- 
cal manufacturers. The two most talked about 
trends are the replacement of toilet soap by syn- 
thetic detergent (syndet) bars and liquid detergents 
rather than solids for heavy duty washing. 

Syndet bars first broke into the toilet bar market 
in 1954, With production of some three to four 
million pounds. First quarter sales this year of 
all solid syndets increased only 11 million pounds 
over 1956's first quarter. At the same time, toilet 
soap sales rose by twenty million pounds. 

Liquid detergents’ stunning rise (up 65 per cent 
in 1955, another 7o per cent in 1956) seems to 
have slackened, at least temporarily. They will 
probably gain another 20 per cent this year, but 
will still have only 10 per cent of the total syndet 
market. With light duty liquids gaining favor, there 
doesn't seem to be much room in 
figures for the heavy variety. 

Although it is clear that there will be no head- 
long displacement of toilet soap and heavy duty 
solids, keen 


present sales 


industry will 
eventually bring syndet-containing bars and heavy 
duty liquids a bigger piece of the market. If syn- 
thetic bars catch on, soap markets could shrink as 
much as 50 per cent, to about 15 per cent of the 
present market for all cleaning compounds. 


competition in the 
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16B.2 A Look at a Little-Known Specialties Mar- 
ket. Chemical Week, October 5, 1957, pp. 
85-86, 88, gi. [J-K.M.] 


Relatively little has been published on the sub- 
ject of embalming chemicals and their market. The 
data assembled here were accumulated through 
interviews with embalmers, manufacturers, and 
funeral directors. 

The top-volume products used are embalming or 
preservative fluids, of which there are two main 
types: arterial fluid and cavity fluid. Essentially 
their composition is the same, except that dyes and 
other additives are not included in cavity fluids. 

Formaldehyde is currently the basic ingredient 
but a variety of modifying agents are added to 
arterial fluids in treating specific cases. Among these 
are blood solvents which serve as anticoagulants, 
surface tension reducers, including glycerine, 
glycols, sulfonated oils, and triethanolamine. Dyes 
are used for cosmetic effect, while aromatics such 
as menthol, methyl salicylate and others act as 
masking agents. Antiseptics for protein coagulation 
and the prevention of too-rapid decomposition are 
also included. 

Water and alcohol are usually the vehicle for 
carrying these chemicals and they are usually pre- 
mixed, except for the dyes. 

Perhaps the most important trend is the move- 
ment away from formaldehyde to some of the 


dialdehydes. Gluteraldehyde has had good accept- 


tance and 2-hydroxyadipaldehyde is being tested. 

Industry estimates of the market for embalming 
materials range from $4-10 million per year. Of 
this, about 75 per cent goes for the preservative 
chemicals, the rest for cosmetics. About go per 
cent of the market goes to twelve firms, most of 
which sell their products directly to funeral di- 
rectors. Competition is keen, chiefly because the 
death rate in the country is fairly steady. 


16B.4 Inventories Build Higher. Chemical and En- 
gineering News, August 19, 1957, pp. 82, 84. 
| J-K.M.| 

A marked upward trend in physical inventories 
has occurred over the past two years in the chemi- 
cal industry. In dollar value, chemical inventories 
are up from $2.94 billion in June, 1955, to $3.68 
billion in June, 1957, more than 65 per cent above 
the 1947-49 base level. 

Responsible for much of the gain are record- 
breaking capital expansion programs and increasing 
demand for chemicals, requiring larger stocks to 
keep distribution lines filled. Another factor is the 
small rise in chemical prices, only g per cent over 
the 1947-49 base period, while prices of all com- 
modities other than farm products and foods, were 
up 25 per cent. 


16B.5 Petrochemicals. Chemical Week, September 
28, 1957. PP- 45-59- [J-K-M.] 


Petrochemicals will account for 55 per cent of 


the value of total chemical output, and 50 per cent 
of total chemical capital expenditure in 1957. That 
means $4.6 billion worth of chemicals and nearly 
one billion worth of equipment and services. 

While amounting to two per cent of total petro- 
leum industry output, petrochemicals today account 
for 26 per cent of total tonnage output of chemicals. 
Petrochemical growth is rated at 15 per cent 
annually, compared with 10 per cent for the chemi- 
cal industry as a whole, and 3 per cent for all 
industry. By 1967, petrochemicals are expected to 
represent 46 per cent of total chemical output 
tonnage and 71 per cent of all chemical output 
value. 

There are now some 207 petrochemical producers, 
with 409 operating plants and plants under con- 
struction or planned. Because of high initiating in- 
vestment costs, markets must be sizable to justify 
large scale operations. 


16B.6 Space on the Shelf for Dry Bleaches? 
ical Week, October 12, 1957, pp. 125-126, 128. 
[J-K.M.] 

The construction of two new chlorocyanuric acid 
plants are currently giving laundry specialties 
makers cause to ponder. Although dry bleaches 
have, so .ar, made only a trifling impact on the 
household bleach market, these two plants, when 
in full operation, will be capable of turning out up 
to 10 million pounds of products that have house- 
hold and industrial dry bleaches as their major 
market. 

In case the two firms, Westvaco and Monsanto, 
find difficulty breaking into the $115 million a year 
home-bleach field, both plants are convertible to 
polyurethane production. 

Currently, six firms are producing dry bleaches, 
but culy Purex Claims substantial sales. The com- 
pany, which sells both liquid and dry types, reports 
that the dry product has never outsold liquids in 
any marketing area. The liquids, familiar to the 
housewife, easy to manufacture, effective and cheap, 
are tough opponents. 


16B.7 Synthetic Organics. Chemical Week, August 
24. 1957. pp- 42-43 ff. [J-K.M. 

The U.S. organic chemicals industry didn't fare 
as well in 1956 as it did in 1955, according to pre 
liminary production and sales figures recently issued 
by the U.S. Tariff Commission. 

There were some production declines. Output of 
acyclic surface-active agents dropped about a mil- 
lion pounds and dyes declined nearly 10 per cent. 
Production of tars was 3 per cent behind 1955 and 
decreased rubber requirements in 1956 forced down 
output of rubber-processing chemicals. 

Sales did not always follow production trends. 
Total sales of intermediates plasticizers and 
pesticides, for example, declined in spite of the fact 
that output for each was higher. Even with lower 
sales volume, however, all three showed 
dollar value than that achieved in 1955. 


greater 
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16B.9 Blends Spur Fiber Sales. Chemical Engineer- 
ing, September, 1957, pp. 204, 206. [J.K.M.] 


The high consumer acceptance of fiber blends, 
such as Dacron-cotton, Orlon-wool and the like, has 
opened new and bigger markets to producers of 
non-celhulosics. 

Production of non-cellulosics (primarily polyam- 
ides, acrylics, polyesters) last year rose 70 million 
pounds over the 1955 level to a total of 400 million 
pounds. For 1957, it is expected to reach 450 million 
pounds, and if current expansion plans are carried 
out, total non-cellulosic capacity will reach nearly 
800 million pounds by late 1958. 

Meanwhile, the cellulosics have been suffering 
from the swelling blend market. Last year, rayon 
yarn output declined 13 per cent and acetate yarn 
dipped 16 per cent. Rayon imports are another 
problem to U.S. producers, and beyond the clothing 
industry, nylon is making serious inroads into the 
tire cord market. 


16B.10 Cutting Fluids Poise for New Sales Splash. 
Chemical Week, October 19, 1957, pp- 91-92, 
94, 96. [J.K.M.] 


Users of cutting fluids—fluids for cooling and 
lubricating tools and metal in metal-working—will 
soon have some new products to choose from. At- 
lantic Refining Co. will launch six (possibly seven) 
improved products by year’s end, and Sun Oil Co. 
will market its improved product SECO (Sun 
emulsifying cutting oil). 

At least three estimates of 1957 consumption of 
cutting fluids have been made, ranging from 39 
million gallons, through 56.6 million and up to 
an optimistic 80-100 million gallons. Despite 
differences of opinion, cutting fluids are big busi- 
ness. At least, sales volume is between $g0-40 
million. 

Three types, straight oil, water soluble, and water 
solution, are used, all in the metal working in- 
dustry. About 60 per cent of sales are straight oil, 
of which two-thirds are premium quality, heavy- 
duty, compounded oils and one-third are economy 
grade. About 35 per cent goes for water-soluble 
(emulsifying) cutting oils, with water-solution types 
making up the remaining five percent. 

Oil companies are by far the top makers of cut- 
ting fluids. Shell Oil, Socony Mobil, Sinclair Refin- 
ing, Texas Oil, Esso Standard, Sun Oil, Cities 
Service, Gulf and Standard of Indiana are big in 
sales volume. 

With the metal working industry spending more 
than $4:6 billion in 1957 to expand and modernize, 
it looks as though sales of cutting fluids are due for 
a pleasagt rise. 


16C. MARKETING OF SPECIFIC GOODS AND 
SERVICES: MANUFACTURED CONSUM.- 
ERS’ GOODS 


16C.1 No Tranquility in the Tranquilizer Market. 
Chemical & Engineering News, August 19, 
1957. 14-17. [J-K.M.] 


Introduced in 1954, tranquilizers reached retail 
sales of between $125 to $150 million and may climb 
to as much as $200 million in 1957. 

Despite successes achieved in soothing some types 
of mental patients, a note of caution is now being 
sounded by the American Medical Association. Be- 
cause of the sometimes serious side effects, discre- 
tion is being recommended to doctors in the pre- 
scription and administration of these drugs. 

Further research, both by the Federal Govern- 
ment and pharmaceutical producers, is being car- 
ried out to learn more about the chemical, biologi- 
cal and mental effects of these materials, and to 
discover new and less hazardous tranquilizers. 


16C.2 The Growing Importance of Over-the-Coun- 
ter Ethicals. American Druggist, September 
23, 1957, PP- 5-9- [D-R.| 

The type of drug product known as over-the- 
counter ethicals (medication which is available 
without prescription but is not advertised to the 
public) has been growing steadily in importance in 
the retail drug business. In 1956, such products ac- 
counted for $399,670,000 in drug store volume—an 
increase of 13.6 per cent over the year before. For 
the average pharmacy, these items represent sales 
of almost $8,o00o—about 7 per cent of total business. 

A major factor accounting for this development 
is the procedure whereby drugs which the U.S. 
Food & Drug Administration believes can safely be 
sold without prescription are transferred from pre- 
scription-only status to over-the-counter status. 

In its report on the trend, American Druggist 
proposes to pharmacists that they organize their 
handling and display of over-the-counter ethicals 
in such a way as to make it clear to the public 
that the retail pharmacy not only has such products 
available, but is the only safe place from which to 
buy them. The magazine points out that it is pos- 
sible that non-drug outlets, such as supermarkets, 
will go after the growing volume on these items 
wherever the law permits. 


16C.3 New Profits in the Changing Pet Business. 
Chemical Week, August 31, 1957. pp. 128, 
1go ff. [J.K.M.] 


There is a big market in the U.S. for pet sup- 
plies. Aside from the nearly $400 million a year 
spent for foods, there is an estimated $10 to 15 
million a year market for such chemical specialties 
as repellants, deworming medicines, tick killers, 
flea powders, soaps and shampoos. Pet medicines, 
such as cough remedies and tonics, alone have sales 
of three to five million dollars a year. And the 
market is growing—per Capita spending on pets is 
said to be ten times the 1990 level. 

Biggest of the proprietary pet products are the 
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insecticides, accounting for 40 per cent of the total 
market. Coming up in sales are repellants, used to 
keep pets away from a particular area. 

Because of insecticide-resistance, producers have 
a problem with frequent formulation changes, but 
find advantage in growing brand awareness among 
pet owners. 

Most of the grooming and remedy items are sold 
in drugstores, but the pet shop is still the major 
outlet for other specialties. Supermarkets are third 
in pet-supply sales and growing fast. 


16C.5 Pharmaceutical Duplication Fuss Put into 
Dollars-and-Cents Perspective. Weekly Phar- 
macy Report, July 1, 1957, pp. 1-2. [D.R.] 


“Duplication” in the drug field refers to the 
fact that, on a considerable number of drugs, par- 
ticularly new drugs, the same product is offered by 
competing manufacturers under different brand 
names. The subject has been a source of heated 
debate in the industry because, in filling a pre- 
scription, a retail pharmacist is legally bound to 
dispense only the brand specified by the physician. 
This makes it necessary, many pharmacists feel, 
for them to overload-their inventories with dupli- 
cate brands of the same product. 

A study of the actual economics of the situation, 
by S. B. Jeffries and Isidore Greenberg of Brooklyn 
College of Pharmacy, shows that the total cost of 
duplication to the average pharmacist is between 
$450 and $500 a year—depending on how efficiently 
he controls his inventory. 


16C.6 What Customers Spent for All Products Sold 
in Drug Stores. Drug Topics, August 5, 1957, 
pages 1, 2, 8, 10, 12, 14, 18, 6g. [D.R.] 

The tenth annual study by Drug Topics of what 
consumers spend for drug store products covers 
1956 sales of 299 items, in twenty-six categories. 

On twenty-five of the twenty-six categories, drug- 
store sales showed an increase in 1956, compared 
with 1955. 

The one exception was home sanitation products, 
on which drug store volume showed a 4.9 per cent 
decrease in 1956. 

Of the 299 individual product categories, sales 
increases were recorded on all but 56. 

On each of the 299 products, the report presents 
1954, 1955, and 1956 data with respect to total 
civilian spending in all outlets .. . spending in 
drug stores only ... percentage of total drug 
store volume represented by each product . . . ra- 
tio of drug store volume on cach product to total 
spending for the product. Also given are percentage 
changes in volume, comparing 1955 with 1956 and 
1954 With 1955. 


16C.8 Profiling a $50-Million/Year Business. Chem- 
ical Week, September 28, 1957, pp. 74, 76, 79- 
[J.K.M.] 


Art materials—oils, chalks, pastels, fixatives, etc.— 


have grown to “big business’ status. Demand has 
multiplied about 13-fold since 1939, with current 
annual sales, at the manufacturers’ level, at  be- 
tween $40-50 million. The growing number of com- 
mercial artists and more schools with larger art- 
supply budgets are reasons given for the big 
spurt. 

Between $20-30 million per year of total art 
chemicals purchases go for paints. Another $7.5 
million is spent for inks, $2.5 million for fixatives, 
$2.5 million for pastels and $g million for rubber 
cement. 

Most manufacturers sell directly to dealers since 
individual retail accounts are too small for jobbers 
to bother with. Major outlets for art materials are 
the art supply stores, which account for about 60 
per cent of total sales. The Atlantic states are big- 
gest in art supply sales, but show little yearly in- 
crease, while the Middle West market is growing. 
West Coast business is stable after a postwar 
climb. 


16C.9 Blending Natural and Synthetic Fibers in 
Mens’ Furnishings. Isabel! B. Wingate and 
Ralph S. Burkholder, Journal of Retailing, 
Fall 1957, pp. 119-131. [s.c.4.] 


This is a 1956-57 follow up to surveys made in 
1951-52 and 1952-53 indicating that, while during 
the earlier periods New York stores gave heavy pro- 
motional emphasis to mens’ furnishings made of 
synthetic fibers, by 1956-57 their attention had 
switched to natural-synthetic blends and mixtures. 


16D. MARKETING OF SPECIFIC GOODS AND 
SERVICES: SERVICES 


16D.1 The Paperbound Book Business. Frederick A. 
Wagman, Michigan Business Review, Novem- 
ber, 1957, pp. 9-15. [R.L.c.] 


This is an important article to marketing men 
not only because it provides insight into the over- 
all operations of the paperbound book trade but 
more importantly because it points up the impor 
tance of having retail outlets appropriate to the 
product in relation to the buying habits of poten- 
tial buyers. 


17. MERCHANDISING 


17.1 Dollar in the Slot? Vending Machines Could 
Influence Marketing Strategy. Pi iniers’ Ink, 
November 22, 1957, pp. 37-39. [E.J-K.] 


In 1957 about 3,500,000 vending machines were 
operating in the United States. Estimates were 
that more than two billion dollars of merchandise 
would be retailed by vending machines in 1957. 
The sales increase of vending machines is nearly 
twice the increase of all retail sales. By 1963 sales 
are expected to reach four to five billion dollars. 
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The article reports some of the earlier develop- 
ments in automatic merchandising and some cur- 
rent wide-scale experiments with vending machines 
in retailing and in-plant feeding programs. The 
desire for automation in retailing is cited as the in- 
centive for current experimentation. 

Companies are advised to ask these questions be- 
fore merchandising through vending machines: 
Does the product have a huge market? Is it easily 
packaged? Is it required by most people most of 
the time? Do customers buy it on impulse? Is the 
unit cost low? Is it a brand name with wide con- 
sumer acceptance? 


17.2 Recipes on Packages Wanted. Super Market 
Merchandising, October, 1957, p. 176. [W.L.] 


his article briefly reports the findings of a pilot 
study concerning food package recipes by Nesbitt 
Associates. The study consisted of personal inter- 
views with 318 homemakers, of which 261 said 
they usually read recipes on food packages. More 
than one-third of the respondents reported that 
they sometimes cut recipes off packages to add to 
their cooking notes, and seventy-nine of the women 
recalled recommending a product to a friend be- 
cause of the recipe on the package. 

Improvements suggested by the respondents were 
the use of more legible print in recipes and the 
adoption of perforated recipe panels. 


19. RELATED SUBJECT MATTER FIELDS 


19.1 Are Cities Un-American? William H. Whyte, 
Jr., Fortune, September, 1957. [W.T.K.] 


In the first of a series on the U.S. Metropolis, 
Whyte analyzes what is happening to the redevelop- 
ment programs of our major cities. Is population 
being attracted back into the cities by the face- 
lifting going on? Whyte thinks not, and gives his 
reasons why cities continue to repel middle and 
upper income families. 

It is the fault of the planners or redevelopers. 
They are not giving people what they want and 
need for quiet, private family living. Instead thev 
are creating standardized tower apartment build- 
ings that are too cold and institutional. Old neigh- 
borhood patterns have been destroyed. Satisfying 
new group patterns cannot develop in the high- 
rise cliff dwellings. 

In a few old areas (Georgetown, D. C., and Phil- 
adelphia center city) the trend has been reversed 
with happy results. Former slum dwellings have 
been made into town houses that are attractive, 
quiet, and individualized. But such places are ex- 
pensive and appeal to relatively few people. 

The major demand for central city housing con- 
sists, as in the past, of quarters for unmarried peo- 
ple who will fly to the suburbs once married, and 
bohemians (artists, musicians, etc.). However, Whyte 
describes another kind of demand that may grow. 


There are older couples who have raised their 
families in suburbia. These return to the city be- 
cause of its conveniences, and freedom from the so- 
cial burdens of suburban patterns of living. Some 
younger couples with children have become disil- 
lusioned with the crowded suburbs, returning to 
the city. Whyte feels that this trickle may become 
a river if redevelopers begin to build attractive 
dwelling units adapted to family existence. The 
article affords interesting visualizations of what 
such a development should look like, with its 
pleasing combination of high-rise structures, low- 
rise structures, and gardens. 


19.2 Family Farms in a Changing Economy. Jack- 
son V. McElveen, Agriculture Information 
Bulletin 171, Agricultural Research Service, 
USDA, March, 1957. [J-K.s.] 


Changes in numbers and sizes of farms are sub- 
ject to varied interpretations, largely because of 
differences in concepts and definitions. It stems also 
from failure of many persons to recognize and un- 
derstand the changing role of agriculture in a dy- 
namic environment. : 

A major premise of the study is that growth in 
farm size is to be expected during a period when 
improved farming methods have nearly doubled 
the work capacity of farm labor. The rise in oper- 
ating costs makes farmers strive for high output 
per man, per machine, per farm. The study views 
growth in farm size in relation to changes in farm 
output per man-hour of labor and prices received 
by farmers. 

Viewed in this way, family tarms appear to be 
hoiding their own. Today, as twenty-five years ago, 
some g6 per cent of all farms are family-operated. 


19.3 “Let’s Toss This Idea Up... .” Bernard S. 
Benson, Fortune, October, 1957, pp. 145-146 
seq. [W.1.K.] 

Benson strongly criticizes collective thinking on 
business problems, especially in the form of 
“brainstorming,” the uninhibited expression of 
thoughts on a topic in a group meeting. He has 
doubts about the value of “group-think.” “If the 
problem requires original thinking, then, for good- 
ness sake, let us get off alone in a corner and 
think.” The Epistemological Method, a systematic 
exercise of formal logic, will produce a better solu- 
tion and take less time, Benson argues. 


20. RESEARCH AND RESEARCH TECHNIQUES 


20.1 The Interviewee as a Marginal Man. Gideon 
The Southwestern Social 
Quarterly, September, 1957, pp- 
[S.C.H.| 


Science 
125-132. 


The marginal man is defined as the “one who 
does not conform to, or adheres only partially to, 
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the institutional expectations of the reference 
group in question.” Sjoberg argues that this mar- 
ginal man is often the best interviewee in social 
-surveys because (1) he often is the most willing to 
cooperate with the researcher, and (2) because his 
marginality may give him an especially good per 
spective on the social system being investigated. 
Nevertheless, he must be handled with some cau- 
tion, since he often uses the interview 

opportunity for self-justification and catharsis. 


as an 


20.2 Copy Research for Industrial Ads. Arthur H. 
Dix, Printers’ Ink, November 22, 1957, pp. 
73°74- [E-J-K.] 

Little testing is done in the industrial advertis- 
ing field. One reason is that the cost of testing is 
likely to exceed space costs of the testing if done 
by personal interview. It is suggested that a mail 
test involving typewritten text with headlines 
roughed in could be reproduced quickly and at 
low cost. A first class mailing of 100 should bring 
in about 50 replies according to the author because 
most people are surprisingly cooperative and will 
tell which ad they like best. The direct costs for 
the entire mailing probably would be under $80.00 
which compares with $8.00 to $20.00 on interviews 
for personal testing. 


20.3 Optimizing Product Acceptability Through 
Marginal Preference Analysis. Purnell H. 
Benson, Reprinted from Quality Control and 
The Consumer Conference, September 5-6, 
1957, Rutgers, pp. 3-30. [W-L.] 

Although production engineers and_ statisticians 
are able to control the quality of consumer articles 
to meet desired standards, the major problem is 
that of determining the quality desired by con- 
sumers. Opinion surveys and market experiments 
are often used to try to determine consumer pref- 
erences. These market-research techniques fail to 
disclose the true optimum, however, and only in- 
dicate that one or some choices are better than 
others. Mathematical techniques can help to de 
termine the point of maximum desire by securing 
adequate measurements of consumer desires for 
different product forms, empirically establishing a 
mathematical function, and determining the point 
of maximum preference by differential calculus. 
This paper outlines an approach to optimizing 
product acceptability by means of marginal pref- 
erence analysis. 

Mathematical optimization cannot proceed with- 
out numerical measurement, and it is here that the 
psychological concept of preference measurement 
through psychometrics makes a major contribution 
to economics. This paper briefly reviews the meas- 
urement of preferences through such scaling _tech- 
niques as rank order scale, categorical scale, least 
squares scale, standard error scale, natural scale, 
and comparability of preference measurements of 
different products. 


Benson discusses the establishment of preference- 
quality functions, and the computation of the opti- 
mum point. The need for continuing research in 
certain problem areas is noted. A bibliography of 
twelve items is included. 


20.4 7.3% of Drug Sales Spent on Research. Ameri- 
can Druggist, October 21, 1957, p. 26. [D.R.| 


In 1956, the nation’s pharmaceutical manufac 
turers plowed back $110,000,000—7.3 per cent of 
total sales—for research and development aimed at 
finding new drugs o1 
niques. 

The figure results from a study by the American 
Drug Manufacturers Association, which shows that 
the largest share of the outlay—$q9,000,000—was 
spent in the research laboratories of the manufac 
turers. The remainder consisted mostly of grants 
to universities, institutes, foundations, and hospi- 
tals. 

Conducted in cooperation with the Office of Re- 
search Planning of the National Institute of 
Health, the study also showed that research ex- 
penditures in 1957 are expected to total about 
$127,000,000. 


improved laboratory tech- 


20.55 How and Why Ad Scores Vary. Seymour 
Banks, Printers’ Ink, September 6, 1957, pp. 
19-22. [F.J.K.] 


The author analyzes the Advertising Research 
Foundations Study of Printed Advertising Rating 
Methods. His report offers an explanation of why 
the Starch recognition and Gallup-Robinson aided 
recall systems of advertising rating do not agree. 
Reasons are the differing patterns of respondents 
selected as issue-readers, and the different kind of 
performance required to be counted as a reader of 
individual ads. 

The PARM results indicate long reading time re- 
sults in higher readership scores, but that inclusion 
of people without shopping 
lower level of average scores. 


duties produces a 


20.6 Operational Research in Canada. Patrick J. 
Robinson, Paper 
tional Conference on Operational Research, 
Oxford, England, September 2-6, 1957, pp- 
1-20. |W.L.| 


presented at the Interna- 


This paper is divided into six parts: 


1. The general growth and climate for industrial 
operations research and management sciences in 
Canadian business. 

2. The scope of operational research activities 
aiding Canadian management decision-making and 
planning. 

3. What executives should expect from opera- 
tional research and management sciences. 

j. Military operational research development ana 
scope in Canada. 
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5- A 20-item bibliography of Canadian publica- 
tions in operational research. 

6. Questionnaire used by University of Western 
Ontario in a survey of operational research prac- 
tices in Canada. 


Robinson gives a brief general background of the 
development of operational research in Canada 
and records some of the results of the 1956 sur- 
vey, conducted by the School of Business Adminis- 
tration, University of Western Ontario, on the ap- 
plication of operational research in Canadian 
firms. Such aspects as the extent of operational re 
search activities, problems tackled, operational re- 
search tools used, organization of operational 
research, size of budget, etcetera, are covered. 
Eleven cases of the application of operational re- 
search, taken from the project files of Imperial Oil 
Limited, are presented. The tools used and actions 
and results realized in each case are described. 

The article concludes with a convenient listing 
of the areas of methodology and application of op- 
erational research techniques. 


20.7 Advances in Survey Methods and Measurement 
Techniques. Frederick F. Stephan, Public 
Opinion Quarterly, Spring 1957, Pp- 79-90. 
[| W.T.K.] 

The author reviews the progress of research 
methodology in the last twenty years. He notes a 
great broadening of support for research on the 
part of business, government and professional 
associations. Studies have become more sophisti- 
cated. A wider array of subject matter is now 
covered. Rapid strides have been made in attitude 
measurement techniques. Lastly, Stephan argues 
that the principal sampling problems have been 
partially solved, at least, a statement that appears 
somewhat optimistic to this reviewer. 


20.8 What Makes Her Buy? Printers’ Ink, October 
18, 1957, PP- 35-49. [E-J-K.] 

This article reports the coming age of motiva- 
tion research and its acceptance as a useful research 
technique by market research firms. The article 
includes a dozen illustrations of the uses of moti- 
vational research solutions to problems of cliems 
of leading researchers. Motivation research is being 
absorbed into marketing research. Its promising 
use seems to be in finding hypotheses that con- 
ventional studies would attempt to prove. 


20.9 New Three-Way Measure of Ad Effectiveness. 
Dik Warren Twedt, Printers’ Ink, September 
6, 1957. [E-J-K.] 

A technique of trivariant analysis is described 
which is designed to measure objectively three fac- 
tors of a given advertising claim. Using standard 
scaling techniques the desirability of a product 
claim is determined, then consumer attitudes to- 


wards the exclusivity of the claim is rated. Finally, 
the believability of the claim is rated. The author 
states that the higher the desirability rating placed 
on a given claim, the greater the likelihood that 
the claim will be effective. Likewise, the higher 
the exclusiveness rating, the better; at least up to 
a point. Beyond this point the critical ratio of 
consumer disbelief and rejection may be ap- 
proached. The technique offers promise for judg- 
ing the desirability-exclusiveness relationship of 
many advertising ideas. 


20.10 Wood Chips of Information and Intelligence 
on Marketing Research: Volume 1, A. J. 
Wood and Company, December, 1954, through 
April, 1956. [R.e.M.] 


Probably one of the most informative periodicals 
covering developments and applications of various 
techniques in the marketing research field is A. J. 
Wood and Company's Wood Chips. Well into the 
third year of publication, bound copies of Volumes 
I and Il of Wood Chips are now available and 
should be considered a must for all in marketing 
research. 

Volume I (ten separate issues) brings a highly 
readable and informative description of— 


1—MOTIVATION RESEARCH—Issue number 1, 
entitled “The Motivation Research Band Wagon,” 
defines MR as pointing toward the goal of deter- 
mining the factors which influence people in their 
behavior or attitudes. The basic tool used in so- 
called motivation techniques is the case history, am 
approach that has come into rather wide-spread 
use because of the mistaken ideas that the only 
sources of motivation lie in the “sub-conscious” of 
the individual. The use of such techniques brings 
forth problems which severely limit the research 
techniques which can be used. When lengthy, non- 
standardized types of interviews are conducted, it 
is impractical to obtain large numbers of inter- 
views. It is therefore impossible to establish reliable 
sampling procedures and the result is an inade- 
quate number of case histories. This type of pro- 
cedure does not meet the standards for good mar- 
keting research practice. Consequently, motivation: 
research must first meet certain considerations to: 
be of value to its user. First of all, its conclusions 
must be usable. Secondly, it should furnish infor- 
mation concerning individual brands as well as 
products. MR should not deal in generalities but 
should pinpoint the reasons for consumer selection 
of individual brands. Individual interviews should 
be conducted on parallel lines using a standardized 
questionnaire in order to obtain comparable re- 
sults. Also, the sample must be of sufficient size to 
obtain reliability of the data. 

Issues number g and 4 give specific applications 
of the motivation research techniques, namely, to 
that of evaluating advertising effectiveness. Issue 
number g defines the goal of research in advertis- 


MARKETING RESEARCH 


435 


ing effectiveness as the finding of the influence of 
exposure to the advertising on the behavior or at- 
titudes of the people to whom the advertising is 
directed. Wood Chips likens such evaluation ap- 
proaches to medical experimentation: control and 
experimental groups are set up and differences in 
buying habits are compared after one group has 
been exposed to the advertising under evaluation. 
Issue number 4 outlines refinement in the “mo- 
tivational difference” approach to evaluating ad- 
vertising effectiveness. Memory-failing on the part 
of the respondent with regard to advertising (an 
element which tends to distort results of the MD 
approach) can be overcome by grouping respond- 
ents on the basis of whether they remember seeing 
a particular medium rather than a particular ad 
within a particular medium. Since there is obvi- 
ously greater reliability in a respondent remember- 
ing a medium, it is advantageous to set up a three- 
grouping table in the following manner: 


GROUP I—People exposed to the medium and 
the ad 

GROUP Il—People exposed to the medium but 
not the ad . 

GROUP III—People not exposed to the medium 
nor the ad 


One important assumption in such a grouping 
is that the proportion of buyers among those who 
are not exposed to the ad is the same regardless of 
exposure to the medium (that is, the percentage of 
buyers in Groups If and III will always be the 
same). Exposure ratios are then computed for 
both medium and ad as well as the MD for these 
groupings. Comparison of results will give a 
check on the reliability of the effectiveness of the 
ad: the closer the proportion of advertising effec- 
tiveness to both ad exposure and medium exposure, 
the more reliable the final measurement of effec- 
tiveness. 

2—SAMPLING PROCEDURES—Issue number 2 
of Volume I brings some background to one of the 
most important marketing research concepts: that 
of sampling techniques. After a complete descrip- 
tion of the mechanics of an area probability sam- 
ple in non-technical language, this issue concludes 
with the following important reflections on sam- 
pling problems— 

a—selection of the sample method must be made 
to fit the problem at hand—blind adherence to a 
fixed sampling plan can lead to samples of widely 
differing accuracy. 

b—the desired benefits of area sampling may not 
materialize to the extent or in the manner expected 
if the individual problems at hand are not taken 
into consideration. 

Issue number 6 brings forth the problems in- 
volved in attempting to select matched samples. 
Such samples are defined as “two or more samples 
that are equal on a given number of characteris- 
tics.” There are principally three objections to the 
technique of matched sampling: 


a—it is impossible to match two samples on all 
factors—there will always remain an indeterminant 
number of factors in two samples which remain un- 
matched. Matching will, therefore, always be in- 
complete and defective. 

b—matched samples are not random—they are 
not random because they are alike only on the 
matched factors, but not on other factors which 
have not been controlled. In contrast, a random 
sample assures that every factor is equal (for ex- 
ample, if 5 per cent of the population have L.Q.’s 
of 145, then every random sample of that popula- 
tion will have 5 per cent with 1.Q.’s of 145. 

c—matched sampling overlooks  self-selectivity, 
and an unrealistic picture results—it frequently 
happens that one of the factors which we match 
is correlated with the stimulus whose effect we are 
measuring. For example, in measuring exposure 
to television on buying a specific product and 
matching an exposed and non-exposed group on 
the basis of income, we overlook the fact that 
high income is highly correlated with television 
ownership and, accordingly, to exposure to tele- 
vision. This type of matching so far under discus- 
sion has been in terms of group matching; a more 
refined technique, according to Wood Chips, is one 
in which individuals are matched. When groups 
are matched, the inter-relation of factors is not 
necessarily the same in the two samples. When 
the inter-correlation between the factors is equal, 
then we have individual matching. (For example, 
for every individual who owns both an automobile 
and a home in a given sample, we must find an 
individual who also owns both an automobile and 
a home in another sample in order to have indi- 
vidually matched samples.) This is clearly the 
more difficult type of matching because combina- 
tions of factors are matched. Obviously, the more 
factors we attempt to match, the more difficult be- 
comes the problem of finding representative indi- 
viduals. 


3—THE FAMILY OF PRODUCTS-—Since one 
characteristic of modern industry is the growing 
trend toward diversification of products, this has 
brought about the problem of the effects of one 
individual product upon the use of other products 
offered for sale by a single, individual company. 
Issue number 7 terms this inter-relationship of 
products the “family effect.” Such a relationship 
brings about a research problem of measuring the 
effectiveness achieved by marketing these products 
simultaneously. 

Issue number 8 of Volume I takes the “Family 
of Products” concept a step further by showing 
how advertising effectiveness is measured with re- 
gard to related products. Although such an ap- 
proach may at first sound highly complex, it con- 
sists merely of applying the determination of 


“motivational difference” to the determination of 
product coherence or relationship. This is done by 
first breaking down the consumers into those who 
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have and those who have not been exposed to 
Brand X advertising (retaining the brand “name” 
from the previous example). The family effect (or 
delta) is then calculated for each group separately. 
Comparison of the delta differences between the 
two groups will show whether Brand X advertising 
has contributed to strengthening the family effect 
or not. In some cases, the problem may become 
more specific such as the measurement of the ef- 
fectiveness of a trademark, symbol, or slogan, on 
the relationship of product usage. 

Other issues in Volume I of this fine series in- 
clude approaches to be used in product acceptance 
testing in which Wood Chips emphasizes the main- 
tenance of rigid control of all possible variables and 
naturalness of product trial by the consumer. 
Sense qualities are covered in two issues—issue 
Number g outlines the method that can be used 
in setting up a check-list of sense qualities that are 
important to the consumer of a specific product. 
Issue Number 10 delineates the methods to be 
used in measuring these qualities and the applica- 
tion of these measurements to practical analysis 
of product usage. 

Bound copies of Volume I of Wood Chips are 
available at a nominal cost of $4.00 per copy to 
cover the cost of printing and handling by writing 
to A. J. Wood & Company, 1518 Walnut Street, 
Philadelphia 2, Pennsylvania. 


20.11 Measurement As Scientific Method in Eco- 
nomics. Leland B. Yaeger, The American 
Journal of Economics and Sociology, July, 
1957+ PP- 337-346. [W».] 

Yaeger draws a distinction between measure- 
ment in the natural sciences and measurement in 
economics and emphasizes that the slogan “science 
is measurement” has meaning for natural sciences 
more so than for economics. In the natural sciences 
“observation and experimentation have forced be- 
lief in certain numerical laws and constants of 
nature.” Natural sciences have other things than 
transitory facts of specific historical situations to 
measure. In economics, however, no universal nu- 
merical constants occur; and economic parameters 
are different from the constants investigated by 
natural scientists. Since economics is concerned 
with people and not merely things, stable numeri- 
cal laws and precise measurement are replaced by 
generally applicable principles and concepts and 
direct empirical knowledge. Natural science meth- 
ods cannot be transplanted into economics since 
the methods of science must be related to the sub- 


ject matter. 


21. RETAILING 


21.1 Shopping Center Druggists Boost Sales 35.6% 
in Year. American Druggist, August 26, 1957, 
pp. 5-10. [D.R.| 


This, the second annual study of the impact of 


the shopping center boom on the retail drug field, 
shows that, in the year ended June 30, 1957, shop- 
ping center drug stores did a volume totaling 
$544.175,.840—an increase of 35.6 per cent over the 
previous 12 months. This compares with a rise of 
only g.5 per cent achieved by drug stores located 
outside shopping centers. 

The 1,985 shopping center drug stores in opera- 
tion as of mid-1957 represented only 3.9 per cent 
of all drug stores, but they accounted for 9.2 per 
cent of total drug store business. 

Basis for American Druggist’s count of 1,985 
shopping center drug stores was a nationwide census 
carried out by wholesale drug company salesmen 
at the magazine's request. 

The survey finds that the average shopping cen- 
ter drug store and the average non-shopping cen- 
ter drug store compare this way: 


Shopping Non-Shop 
Center Center 
Store Store 
$274,144 $110,215 
3.598 1,581 
$76.19 $ 69.73 


Selling area (square feet).. 
Sales per square foot 


Among reasons advanced for the shopping center 
store’s better performance: It draws more traffic 
. . the average customer spends more time in a 
shopping center drug store... the customer 
spends more money in such a store because she is 
in a buying mood when she is in a shopping center. 


21.2 Cheerio! Say English to Service. Super Market 
Merchandising, October, 1957, pp- 
[w.L.| 


174-176. 


In 1946 not a single self-service food store ex- 
isted in Great Britain; today there are at least 
3.524 units. While these self-service stores repre- 
sent but 2.8 per cent of the grocery outlets, they 
account for 8.8 per cent of the sales. Multiples (ten 
stores or more) now own 27.78 per cent of all self- 
service food stores, an increase of 2.89 per cent over 
last year. Cooperatives, independents, and small 
multiples have shown a decline in their relative 
ownership positions. 


21.3 A Functional Analysis of Retail Buyers’ Asso- 
ciations in the Union. Dr. T. van Waasdijk, 
The South African Journal of Economics, 
June, 1957, pp. 124-129. [S.c.H.] 


Consumer buying associations have become an im- 
portant economic force intervening between retail 
stores and consumers in South Africa and Southern 
Rhodesia. The associations collect monthly pay- 
ments from members for items purchased in “con- 
tracting” retail stores, and remit the proceeds, less 
a discount for the service, to the supplying retail- 
ers. The association profits, which are considerable, 
are divided up among the consumer members, on 
the basis of purchases, at the end of the year. Av- 
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erage discounts obtained from retail stores amount 
to about 6 per cent, | per cent covering adminis- 
trative costs and the remaining 5 per cent going 
back to the members. Additional income is re- 
ceived from dealer fees, advertisements in associa- 
tion magazines, and other miscellaneous sources. 

The discount rates received from retailers vary 
considerably from place to place, according to com- 
modity lines carried, and even from retailer to re- 
tailer. This would indicate that the retailer dis- 
count is a recognition of relative bargaining strength 
and countervailing power, rather than a payment 
for collection services rendered. The associations 
face a dilemma since the attractiveness of any 
given association to consumers depends in part 
upon the number of retailers contracting to pro- 
vide discounts, while the attractiveness to retailers 
depends upon the degree of concentration of pur- 
chases. The bargaining relationships are further 
complicated by the fact that retailers in many com- 
munities have negotiated collective agreements with 
some or all associations. 


21.4 Breaking Through the Prepack Barrier. Super 
Market Merchandising, September, 1957, pp- 
55-386. [w.L.] 


Prepackaging produce offers supermarkets econo- 
mies in terms of labor costs and shrinkage. Despite 
the pressures on profits, operators are moving 
slowly in adopting prepacked produce in order to 
decrease costs. This study examines some of the 
major barriers to an extension of the prepackag- 
ing concept and presents the views of prominent 
members of the industry. 

The article presents the results of two recent 
studies: 1) A Dupont survey of 2,000 homemakers 
which substantiates the preference of these con- 
sumers for packaged produce and 2) a national 
survey of 2,290 stores conducted by Super Market 
Merchandising concerning the quantity of pre- 
packaging being done, the costs, the techniques, 
and who performed the function. The findings of 
the latter survey are presented in detail. 

The answers of various “experts” to such ques- 
tions as, is central packaging feasible, are the costs 
too high, can grower-shippers provide this service 
reliably, what is the right unit size, can chains give 
prepackaged operations the required supervision, 
should prepacks command a premium, are pre- 
sented. 


21.5 Tomorrow’s Store Today. Chain Store Age, 
drug executives edition, July, 1957, pp. $5-45- 


An eleven-page pictorial report supports the 
claim that the drug chains “have already crossed 
the threshold of a tremendous era in their develop- 
ment.” Less than a decade ago, many drug chains 
were thinking exclusively in terms of 4,500 to 5,000 
square-foot stores, capable of handling the mer- 
chandise and volume available at that time. 


“During this decade of economic boom, the 
drug chains have proved their flexibility with the 
development of a new and radically different type 
of store. These are self-selection stores, over 10,000 
square feet in size, with complete departments 
and widely diversified merchandise. Plans for 
50,000-square-foot units are now on the drawing 
boards, and no one is ready to say whether even 
this will prove the ultimate size.” 

Reasons for the trend toward huge chain drug 
stores: “The rapid expansion of supplier lines and 
the need to give them adequate presentation . . . 
competitive pressures ... and a heightened strug- 
gle to maintain gross profits.” 


21.6 Do Aisle Displays Pay? Super Market Mer- 
chandising, October, 1957, p. 196. [W.L.] 


Anderson and Toothman, of the Agricultural 
Marketing Service, conducted an experiment con- 
cerning the use of aisle displays in the produce de- 
partment of a supermarket. Displays were placed 
in an aisle of the test market, and observers traced 
the shopping path followed by customers on a 
layout sheet. The items purchased were marked, 
and the time spent in the produce department 
was clocked. The data were transferred to a master 
layout sheet each day to give a composite picture 
of shoppers’ movements during the test period. 

The findings revealed that displays placed in the 
aisles discouraged customers from visiting some 
counters. When the displays were removed, cus- 
tomers freely see-sawed between counters and pur- 
chased 16 per cent more produce in 12 per cent 
less time. While the removal of aisle displays 
meant 10.6 per cent less display space, it actually 
increased sales in both light and heavy shopping 
days—e.g. on Fridays by 19.7 per cent and on Tues- 
days by 5.2 per cent. 

It is recommended that operators determine the 
main lanes of customer traffic before setting up 
aisle displays. By merely placing displays wherever 
there happens to be room, a decrease in sales may 
be incurred. 


21.7 1956 Lilly Digest. Eli Lilly & Co., Indianapolis 
6, Ind. [p.R.} 


Every year since 1932, Eli Lilly & Co. has pre- 
sented a nationwide report on drug store costs and 
profits, based on operating statements given to the 
Lilly Analysis Service by drug store owners. The 
1956 edition of the Lilly Digest, summarizing the 
year-end statements of 1g06 drug stores, is the 25th 
in the series. 

A highlight of the latest Digest: Despite the in- 
flux of new prescription products that has marked 
the past 10 years in the drug trade, the average 
druggist has been able to reduce the ratio of pre- 
scription department inventory to sales from 24.5 
per cent in 1946 to 188 per cent in 1956. This 
comes about because prescription department vol- 
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ume over the 10-year period increased by 205.2 
per cent—while inventory rose only 133.8 per cent. 
The Digest presents a wealth of data on drug 
store costs and profits, broken down in a variety of 
ways—including city size, store volume, geographi- 
cal location, ratio of prescription volume to total 
sales, and number of prescriptions filled per day. 


21.8 The Drug Store Pulls More Traffic Than the 
Food Market. American Druggist, November 
18, 1957, front cover. [D.R.] 


Computations by American Druggist show that, 
in a year’s time, the average drug store draws 61 
per cent more customers than does the average 
food market. 

By “food market,” the magazine means the 97,100 
food stores in the categories known as supermar- 
kets and superettes. Covering all food stores with 
an annual volume of $75,000 or more, these are 
the operations which account for the bulk of the 
“health and beauty aids” business done by the 
food trade. 

The following data for 1956 are advanced to 
support the claim that “the average druggist has 
61 per cent more opportunities to sell goods than 
does the average food market operator.” 


Drug 
Store 
1660 sq. ft. 
$116,635 

65¢ 
179,438 


Food 
Market 
3600 sq. ft. 
$393,718 

$3.54 
111,220 


Average customer purchase . 
Total customers 


21.9 71% of Drug Store Fronts Are Now Full-View. 
American Druggist, July 29, 1957, p- 43- [D-R.] 


The full-view front—the kind that allows the 
passerby to see clearly into the store—was in use 
by 70.7 per cent of the nation’s approximately 
51,000 drug stores in 1956. 

Nationwide surveys indicate that the trend to- 
ward full-view fronts in the drug trade has been 
growing in recent years. It is strongest among in- 
dependent drug stores, 73.1 per cent of which now 
feature such fronts. But more and more drug chains 
are installing them on new and remodeled stores. 
Among the chains (organizations operating 4 or 
more units), 44 per cent of all stores had full-view 
fronts in 1956. 


21.10 In Defense of Bigness in Retailing. Gordon B. 
Cross, Journal of Retailing, Fall 1957, pp. 
138-142. [S.C.H.] 


Large scale retailing is defended over many of its 
smaller competitors on grounds of relative effi- 
ciency, competitive drive, and more equitable 
treatment of consumers and labor. 


21.11 Retail Trade in 1956. T. O. Ellsworth, Do- 
lores Benjamin and Herman Radolf, Journal 
of Retailing, Fall 1957. pp. 143-150. [S.C.4.] 


Analysis of operating figures for 123 large retail 
organizations showed increased volume and profit 
margins in groceries, increased volume with con- 
stant profit margins in department and _ specialty 
stores and in the miscellaneous category, and in- 
creased volume with declining margins in apparel, 
drug, mail order, shoe and variety firms. This is- 
sue of the Journal of Retailing also contains sum- 
maries and reviews of a number of operating ratio 
surveys prepared by other organizations, a regular 
feature of Fall and Winter issues. 


22. RISK 


22.1 Case Histories in’ Credit Insurance. J. L. Mc- 
Cauley, Credit and Financial Management, 
October, 1957, pp. 24-25. [W.L.] 


Credit insurance is often referred to as an in- 
tegral part of sound business management. Such 
references, however, usually are of an academic 
nature; and the direct relationship of credit insur- 
ance to management planning is not readily ap- 
parent. Since credit relationships with policy-hold- 
ers are strictly confidential, specific problems and 
results are rarely discussed. Mr. McCauley, Execu- 
tive Vice President, American Credit Indemnity 
Company of New York, presents five brief case 
histories illustrating the important role of credit 
insurance in aiding companies to solve particular 
management problems and _ establish profitable 
policies. 


23. SALES MANAGEMENT (including Salesman- 
ship) 


23.1 Returned Goods Policies of 134 Drug Industry 
Companies. American Druggist, November 18, 
1957, Pp- 5-10. [D.R.] 


To bring order into a somewhat confused situa- 
tion in the retail drug field, the National Whole- 
sale Druggists Association has assembled the “re- 
turned goods policies” of 134 different drug field 
companies and published the lot in a 40-page bro- 
chure for the use of members. 

American Druggist condenses the brochure into 
a 2-page table which gives, for each of the 134 
manufacturers, the following information on re- 
turned goods policies: Who authorizes the returns 

. what items are not returnable .. . to 
returned goods should be shipped . . 
transportation charges . .. who 

. what is the basis of the credit. 

Wholesale drug houses are especially concerned 
with the problem of returned goods because, since 
1950, the volume of such returns has increased 91 
per cent, while total volume has gone up only 53 
per cent. The NWDA points out that, to the av- 


whom 
. who pays 
issues the credit 
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erage drug wholesaler, returned goods represent 
3.07 per cent of total sales—as against a net profit, 
after taxes, of 2.21 per cent. 


23.2 Even the Giants Must Grow. Leslie L. Lewis, 
American Business, September, 1957, pp- 
14-17. [W.L.] 


This article is concerned with the organization of 
the Edsel Division of the Ford Motor Company 
and draws heavily on materials obtained through 
interviews with Mr. Larry Doyle, Edsel Sales Man- 
ager, and Mr. Henry Baker, Manager of the Edsel 
Planning and Programming Department. The re 
cruiting of staff men, field men and dealers, for a 
product which did not yet exist, presented a unique 
organizational problem to Edsel. According to Mr. 
Doyle, “our biggest problem was recruiting men 
for a job we couldn't tell them about.” In addi- 
tion, the article explains that in the past “the 
weakest foundation stone of the Ford empire was 
marketing.” 

Sales management was faced with the challenge 
of developing and establishing an entirely new and 
effective national field organization. Rather than 
accept the Ford Division or Mercury Division pro- 
grams, the Edsel management and field represent- 
atives developed thei: own pattern and procedures 
covering every aspect of sales management and 
dealer operations. Part of the program included 
training 400 field men for two areas of respon- 
sibility: (1) the wholesaler or new Edsel field or- 
ganization, (2) the retailer or new Edsel dealer 
organization. The subjects covered in the whole- 
sale-training program included the history and 
background of Ford and Edsel; operating policies; 
sales personnel, systems, and procedures; and com- 
petitive sales programs. In the retail program, 
meetings were held for Edsel dealers and their key 
management; business meetings were convened for 
regions and districts; and a detailed sales-personal 
development program for dealers, dealership man- 
agement and retail salesmen was conducted. 


23.3 Speaking Out for “Sincere” Salesmanship. 
Chemical Week, October 26, 1957, pp- 103- 
104, 106. [J.K.M.] 


At the sixth Annual Sales Clinic of the Salesmen’s 
Association of the American Chemical Industry, 
Edward Krech of J. M. Huber pleaded convincingly 
for a “more sincere interest in the buyer's prob- 
lems, prepared sales calls, better-informed salesmen, 
and more attention to the follow-up.” 

While perhaps only 20-50 per cent of all chemi- 
cal buyers demand exacting sales servicing, such 
buyers account for 75 per cent of chemical pur- 
chases. For this reason, chemical salesmen should 
make a real effort to offer top-notch service. 

Krech emphasized the following four points: (1) 
Don't take anything for granted; failure to keep 
abreast of new developments can make a customer 


an ex-customer. (2) Don’t expect reciprocity to sell 
for you; purchasing agents must buy competitively 
to contribute to their company’s welfare, and to 
keep their own jobs. (g) Don’t use gratuities or ex- 
cessive entertainment; you can’t “buy” business that 
way. (4) Don’t neglect established customers when 
pressured to boost sales by obtaining new business; 
it takes less effort to hold an old customer than to 
obtain a new one. 


24. SALES AND ECONOMIC FORECASTS 


24.1 Productivity, Prices, and Incomes. Joint Eco- 
nomic Committee, 85th Congress, ist Session. 
G.P.O., Washington, D. C., July, 1957. 28:1 
pp. (No price stated.) [K.A.c.] 


The 14-page summary should be of a good deal 
of interest to many marketing men. “This study 
reveals various shortcomings of existing economic 
Statistics (and) ... vast improvement over... a 
few years ago.” 

Particular reference is made to severe lack of 
comparability and integration between data from 
different sources. The dangers inherent in misusing 
statistics for purposes other than those for which 
they were collected; serious errors in original ob- 
servations, the need for care in understanding the 
exact definitions used in the data collection; hidden 
underlying changes, over time; the dangers of per- 
sistent bias, leading to cumulative over- or under- 
estimates—these all seem significant to marketing 
men who must use the figures or base decisions on 
conclusions drawn from them. 

“Misuse of statistics gathered for one purpose 
may well lead to erroneous policy conclusions when 
turned to other unplanned uses.” “Statistical data 
by themselves cannot establish conclusively the ex- 
istence of cause and effect relationships. This is 
true even if the data meet all tests as to concepts, 
coverage, consistency, and accuracy. This applies in 
the case of data for an individual firm, for an in- 
dustry . or for the economy as a whole.” 

“Laymen are inclined to view a published pro- 
duction index—for example, the Federal Reserve 
Board index for manufacturing—as the official 
measure of output... (it) however uses value 
added weights... .” “Each user of this fact book 
will have to reach his own value judgments in in- 
terpreting these data.” 

In the opinion of the authors “. . . the shares of 
total income (in current dollars before tax) going 
to labor and to total non-labor categories probably 
have remained about the same... have (both) 
gone up in about the same proportion as prices. 
On an after tax basis .. . (there has been) a rise 


in the labor share of total income produced.” 
“These generalizations may not hold for particular 
industries.” 

Besides these pertinent cautions concerning the 
easy misuse of statistics, the volume is packed 
research economist and 


with data useful to the 
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others. The food and metals industries have been 
singled out for special attention. 

rhere is a useful bibliography of particular pub- 
lications of this committee, starting on page one. 


26. STATISTICAL DATA (including Sources, 
Types, Revisions, and New Series) 


26.1 Metropolitan Newspaper Markets. Richmond 
Newspapers, Inc., Richmond, Virginia. 73 pp. 
[R.L.C.] 

The Research and Marketing Department of 
the Richmond Times-Dispatch and The Richmond 
News Leader has prepared this report as a_ basic 
reference guide to metropolitan dailies and the 
markets they cover. Along with estimates of un- 
duplicated household coverage there is also pre- 
sented in both map and tabular form a delinea- 
tion of the market area for each metropolitan 
group of dailies, defined according to a uniform 
ratio of circulation to households. It is reported 
that the study itself required nearly two years to 
complete and that prior investigations over a pe- 
riod of three years into the nature of newspaper 
duplication preceded this study. 


26.2 1970 Markets: Where and How Big? Printers’ 
Ink, September 6, 1957, pp. 87-go ff. [E.J.K.] 


_The article summarizes a new Bureau of the 
Census report, “Illustrative Projections of the 
Population by States, 1960, 1965, and 1970” (Series 
P-25, No. 160). The data project population trends 
by age groups and by geographic region. Four 
series of population projections were prepared, 
each based on a different combination of assump- 
tions about fertility, migration and mortality. 

The rates of population change will vary con- 
siderably from one area to another. The average 
national increase will be 27 per cent. But four di- 
visions will exceed and four fall below the national 
average. Marketers interested in the location of 
population for long-range planning purposes should 
get the complete report from the Bureau of the 
Census for ten cents. 


26.3 The Northwestern Miller Almanack, 1957. The 
Miller Publishing Company, Minneapolis, 
Minnesota. [R.L.C.] 


The 1957 edition of this annual statistical pub- 
lication of the flour, grain, feed and baking indus- 
tries contains 144 pages of information under the 
following headings: Milling Section, Foreign Sec- 
tion, Grain Section, Feed Section, Baking Section, 
and Trade Associations. This publication includes 
information about federal and state laws concern- 
ing the sale, packaging and labeling of flour and 
feeds as well as a wide variety of statistical infor- 
mation concerning these industries. 


27. STORAGE AND PACKAGING 


27.1 How New Packaging Creates Sales Opportu- 
nities for Druggists. American Druggist, July 
1, 1957, PP. 27-53. [D-R.] 

Virtually everything in a drug store is packaged. 
Except at the fountain, there’s no bulk merchandise 
of any kind . . . as there still is in food stores. In 
fact, American Druggist estimates that close to 
$1,000,000,000 of the drug field’s volume in 1956 
represents the value (at retail) of the packaging of 
all products handled by drug stores. In making this 
estimate, American Druggist eliminated from con- 
sideration the fountain, magazines, photo finishing 
and liquor. Of the volume remaining—$4,800,000,- 
ooo—the packaging cost represents a fraction more 
than 20 per cent of the total retail value. 

Indicating how important are today’s new items 
that are based on new packaging concepts, featured 
by revolutionary methods of administering, Ameri- 
can Druggist estimates that at least $200,000,000 of 
the drug trade’s total 1956 volume stemmed en- 
tirely from this source. 

Further proof is evident in the fact that brand 
leadership—at least in drug stores—seems to alter 
with every vital change in the method of applica- 
tion. Best example is seen in the deodorant field. 
Here, “Stopette” in its squeeze, spray bottle was 
the undeniable leader until “Ban” entered the 
scene. Applying the product via a ball, revolving 
much like an oiled ball-bearing, “Ban” took hold 
so quickly that, in less than 2 years’ time, it at- 
tained top position in the deodorant market. 

On the basis of advance data volunteered by 
manufacturers of packaged products, suppliers of 
packaging materials, and package designers, the 
report tells of coming trends involving aerosol con- 
tainers, squeeze bottles and cans, transparent film, 
paper boxes, collapsible tubes, and glass containers. 


29. THEORY OF MARKETING (including Com- 
petition) 


29.1 The Values of Competition: A Study of the 
American Softwood Plywood Industry. 
Thomas A. Petit, Journal of Industrial Eco- 
nomics, October, 1957. pp. 33-46. [S.C.H.] 


A history of the softwood plywood industry indi- 
cates that the industry moved from high to low 
levels of concentration, that interfirm relations have 
usually been competitive and that price has been 
the focus of competitive activity. Attempts to grade 
the industry on the “workability of competition” 
suggest passing marks on _ resource allocation, 
productive efficiency, profit rate and selling costs. 
Progressiveness is mediocre and 
resources poor. 

The study leads to the hypotheses that competi- 
tion was workable because of emphasis upon price; 
and that price competition existed because this 


conservation of 
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29.2 Price Discrimination at Retail: The Super- 
market Case. Richard H. Holton, The Jour- 
nal of Industrial Economics, October, 1957, 
13-32. [S.C.H.] 


An economic model is constructed indicating 
that supermarket operators probably discriminate, 
charging lower margins on items of high elasticity 
(e.g., staples) than on items of elasticity. 
Empirical evidence seems to support the validity 
of the model. This suggests five conclusions: (1) 
Low income people may be able to purchase their 
staples more cheaply if the supermarket operator 
also carries high margin non-staples sold to higher 
income consumers. (2) Farmers’ complaints that 
supermarkets have not lowered distributive margins 
probably are not fully justified, since the apparent 
stability of over-all margins disguises the differen- 
tial treatment of the staple foods and other non- 
staple specialties. (3) In periods of cyclical curtail- 
ment, a contraction in sales of the non-staples may 
force higher margins on the staples, thereby limit- 
ing the income redistributive effect noted above. 
(4) During a depression consumers will probably 
shop more carefully, and make more price com 
parisons. (5) Product diversification in super- 
markets should take the form of adding relatively 
inelastic items, especially conveniences. However, 
such items as electric appliances may become con- 
venience goods to high income consumers. An 
excellent bibliography appears in the footnotes. 


low 


29.3 Opinion Research and Marketing. |L.eo Bogart, 
Public Opinion Quarterly, Spring, 1957, pp- 
129-140. |W.T.K.| 


Opinion research has become one of the major 
tools of marketing. In turn, marketing has con- 
tributed to social science. Bogart singles out three 
areas for special reference: (1) Audience studies 
supported by the large national magazines have 
provided pioneer opportunities for the application 
of new techniques on a large scale, such as proba- 
bility sampling. (2) Special purpose studies, pri 
vately prepared, have been reanalyzed by social! 
scientists and have enriched the literature. () 
Miscellaneous survey findings have been used as 
data by students of mass con.munication. 

Ihe author feels, however, that more contribu- 
tions could have been made in past decades in the 
social psychology of consumption and marketing. 


Future marketing research is likely to devote 


more attention to the market as a social phenome 


non. Studies of bureaucracy, elite studies, measure- 
ment of communication effects, studies of persona! 
influence, and the description of the personality are 
areas most likely to provide useful knowledge for 
the marketing man. 


31. TRANSPORTATION 


31.1 Air Freight’s Future—Challenge to Airlines. 
Robert Warner, Distribution Age, August, 
1957, Pp- 76-78, 93. [W.L.] 


Air cargo operations have realized a phenomenal 
rate of growth. This growth will be further ac- 
centuated in the 1960's when air cargo will become 
a highly specialized business rather than a mere 
adjunct to passenger operation. Thomas F. Arm- 
strong, president of Eastern Airlines, states that the 
future will see “hundreds of specially built aircraft, 
with integral loading and unloading facilities, land- 
ing and taking off from specially designed air cargo 
terminals.” 

The CAA predicts that the volume of air cargo 
will be 600 million ton-miles by 1960, one billion 
ton-miles by 1965, and 1.6 billion ton-miles by 1970. 
This increased use of air cargo provides the means 
of extending market areas, realizing economies in 
warehousing, merchandising, inventory practices, 
packaging, and insurance. 

The helicopter, as a heavy cargo hauler, has come 
of age and will be used increasingly in the future. 
Last year the three helicopter lines in operation com- 
piled a new high of 136,000 
express and freight. 


ton-miles of mail, 


31.2 The City and the Car. Francis Bello, Fortune, 
October, 1957, pp. 157-163 seq. |W.1-K.] 


Ihe second in a series of articles on the US. 
Metropolis, this essay takes up the implication of 
city congestion on civic development. Mass transpor 
tation made the modern city possible; the multiply- 
ing automobile threatens to destroy it. The author 
gives the results of a Fortune survey on the speed 
with which automotive and public transport facili- 
ties move in the major cities of this country. 
Average speeds range from eight to twenty miles an 
hour. Strangely enough, the automobile still moves 
somewhat faster than do the mass transit facilities 
in most cities, but this thin advantage is probably 
doomed to disappear as congestion increases further. 

What is the solution? The author describes a dar- 
ing Fort Worth, Texas down-town redevelopment 
plan propounded by Victor Gruen. This would 
provide perimeter expressways and liberal parking 
space on the edge of the city center. All traffic 
would be barred from the down-town area, even 
public transportation. Since the Fort Worth center 
is only 15 blocks square, no parking space would 
be more than a three or four minute walk to the 
center. Moving sidewalks would afford transporta- 
tion for those unable or unwilling to walk. 

Underground streets would be provided for es 
sential delivery trucks and public service vehicles. 
The former streets would be made into park areas, 
and pleasantly landscaped. 

Civic officials and private organizations in Fort 
Worth have been enthusiastic over the plan. Mer- 
chants in the down-town center, however, have 


442 


THE JOURNAL OF MARKETING 


April 1958 


been cold to it, as they fear a reduction of shoppers 
brought in by through traffic. 

For cities larger than Fort Worth, the problem is 
complicated. People could not get about on foot 
in a great down-town area such as found in Man- 
hattan. Rapid underground transit facilities would 
have to be provided to enable the inhabitants to 
get from the distant periphery to the center, and 
to carry them around the center. Bello recognizes 
that the cost of such redevelopment would be 
tremendous. But cities must be prepared to take 
heroic measures if the city centers are not to 
decline even further in the future. 


31.3 Air Forwarders Stress Added Service. Distribu- 
tion Age, August, 1957, pp. 66-67. [w.L.] 


Air freight forwarders offer customers a variety 
of services including consolidation of shipments to 
achieve lower transportation rates, expediting of 
cargo, pick up and delivery, preparation of forms 
and packaging aid. The types of air-shipper services 
can be divided into three groups, although more 
than one group of services may be available from a 
single organization: (1) the basic service of con- 
solidation, (2) expedited air freight, and (g) express 
service. The article discusses proper packaging and 
marketing and the service extended to airlines by 
the forwarders. An alphabetical listing of air freight 
forwarders registered with CAB is appended. 


31.4 A Statistical Look at the First 25 Years. Marcus 
Arnsworth, Distribution Age, August, 1957, 
pp. 60-61. [Ww.L.] 


Those interested in the amazing growth of air 
freight will find a neat summary of some basic 
statistical measures of the industry's development 
in this article. Included are: 


(1) A historical record of air cargo carried by 
U.S. scheduled domestic airlines from 1926 (995 
ton-miles) to 1956 (247,252,000 ton-miles). 

(2) A graph depicting the growth of air cargo by 
scheduled domestic, international and all-cargo 
airlines. 

(g) Statistics concerning non-scheduled lines. 

(4) Some data on operating revenues. 


32. WHOLESALING 


32.1 Warehousing—Distribution Catalyst. Ernest P. 
Carr, Distribution Age, September, 1957, pp. 
40-41, 77. [W.L.] 

This article describes the functions performed by 
warehousemen for their clients including imparting 
traffic management advice, adjusting irregular pro- 
duction to demand, keeping stored goods readily 
available, realizing transportation economies, offer- 
ing financial services, providing flexible warehous- 
ing and office space, and reducing costs of physical 
distribution. 


32.2 Radio Speeds Inventory in 7-Warehouse Op- 
eration. James H. Walsh, Distribution Age, 
September, 1957, pp: 32-33. 70. [W.L.] 


A unique application of two-way radio to solve 
the problem of up-to-date inventory and more 
effective control is described. Radio communications 
permit the immediate reporting of movements of 
stock to a central office, thereby eliminating the 
time lag before stock movements can be recorded 
on inventory cards. The reported benefits are an 
increase in the effective working time of ten to 
thirty minutes daily per man, a decrease in the 
amount of paper work, and complete knowledge of 
control of the inventory. 


33. UNCLASSIFIED 


33.1 Income Taxes and Incentives to Work: An 
Empirical Study. G. F. Break, American Eco- 
nomic Review, September, 1957, pp. 529-549. 
[S.C.H.] 


Writers often hypothesize that high income taxes 
reduce incentives to work, particularly among man- 
agerial, professional, and entrepreneurial groups. 
This British study, conducted in a high tax envi- 
ronment, seems to contradict the popular view. 

Depth interviews were obtained with 306 at- 
torneys and accountants in private practice’ in Lon- 
don and in country places. The legal and ac- 
counting groups were selected because of their 
supposed control over their own rates of work and 
opportunities to substitute leisure for new clientele, 
as well as their presumed sophistication and 
knowledge of tax impacts upon additional revenue. 
The interviews concentrated upon such questions as 
policy in accepting new clients, recreational and 
vacation patterns, planned retirement dates and 
practices, and income from practice. Forty re- 
spondents, or about 13 per cent of the total, pre- 
sented some fairly strong evidence of decisions to 
curtail working hours because of tax considerations. 
On the other hand, thirty-one, or about 10 per cent, 
indicated an increase in working time or a_post- 
ponement of retirement, to compensate for income 
lost to the tax collector. 

The great majority indicated either no tax effects 
or presented only questionable evidence of slight 
tax considerations. Apparently “non-maximization” 
considerations, such as “obligation to partners,” 
“couldn't let client down,” and “practice can't 
grow if you get a reputation for refusing cases” 
were controlling in many decisions to accept addi- 
tional work. 


33.2 Controlling the Digital Computer. R. W. Ham- 
ming, The Scientific Monthly, October, 1957, 

pp. 169-175. [S.c.H.] 
Those marketing researchers who work on prob- 
lems destined for eventual computer analysis will 
be interested in this brief discussion of the problems 
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of communicating with, or instructing, a digital 
computer. Even Hamming’s simplified explanations 
make abundantly clear the validity of his observa- 
tion that the work of coding any one operation is 
much more laborious than the work of carrying out 
that operation once through traditional pencil and 
paper computations, and that the value of the 
computer lies in its ability to repeat operations over 
and over again (with variables or constants as 
needed) on the basis of a simple order or instruc- 
tion. 

However, as the programmer requires the ma- 
chine to “memorize” or store more and more 


operations (or “subroutines”) as well as more and 


more data, the problems of storage become more 
complicated and programming becomes more and 
more susceptible to error. Advanced coding theory 
and practices are, however, moving in the interest- 
ing direction of developing programming languages 
bearing closer and closer resemblances to “human” 
languages, thereby reducing the tendency toward 
programming error. The substitution of “symbolic 
addresses” for locations in the storage cells, for 
example, provides mnemonic values in place of 
pure nonsense symbols and makes life easier for 
the operator. Algebraic coding, in which apparently 
ordinary algebraic expressions can be used as inputs 
is on the horizon. 
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Legal Developments 
in Marketing 


KENNETH J. CURRAN, Editor 


Editorial Staff: ARTHUR T. Dietz, Emory University 
Henry D. Osrserc, New York University 


Initials of staff members, in brackets following subject headings, identify the reviewers of the 
individual items. 


The most important recent developments in the 
legal framework within which marketing must func- 
tion are reported and analyzed under the topical out- 
line presented below. Not all headings in the outline 
may be represented in each issue since it is the gen- 
eral policy of this section not to devote attention to 
the following kinds of developments: (1) new laws or 
cases involving legal technicalities in which neither 
marketing practitioners, teachers, nor researchers 
are likely to have interest; (2) new cases which consti- 
tute inore or less routine reaffirmation of well-estab- 
lished rulings; and (3) decisions handed down by in- 
ferior courts which deal with trivial problems. 

More detailed information about individual items 
may be obtained by direct reference to the sources 
cited for each case. These include the standard legal 
reporting services, the law journals, and such special 
facilities as United States Law Week and Commerce 
Clearing House Trade Regulation Reporter, Current 
Decisions (abbreviated hereinafter simply as CCH). 

Readers who have comments or suggestions re- 
specting this section are urged to send them to the 
Editor. 

TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 


Il. REGULATION OF MONOPOLISTIC 
METHODS 
A. Market Control 
B. Collusive Practices 
C. Market Exclusion Tactics 


. REGULATION OF PRODUCT CHAR. 
ACTERISTICS 
A. Product Standards 
B. Product Quality 
C. Packaging and Conditions of Sale 


. REGULATION OF PRICE COMPETI- 
TION 
A. Price Discrimination 
B. Resale Price Maintenance 
C. Price Control (Minimum and Maximum) 
. REGULATION OF CHANNELS OF DIS- 
TRIBUTION 
A. Operating Features of Marketing Insti- 
tutions 
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B. Relations Between Buyers and Sellers: 
Exclusive Dealing Arrangements, etc. 


. REGULATION OF UNFAIR COMPETI. 
TION 
A. Advertising 
B. Nonadvertising Promotional Methods 
C. Trade-Marks and Trade Names 


I. REGULATION OF MONOPOLISTIC 
METHODS 


United States v. Pittsburgh Plate Glass Com- 
pany, et al., CCH 468,822 (D.C. W.Va., August, 
1957)- [K.J-C.] 

There seems to be considerable difference of 
opinion among judges concerning the circumstances 
under which pleas of nolo contendere should pro- 
perly be accepted in antitrust cases. Thus in the 
January, 1958, issue of THE JOURNAL OF MARKETING 
Judge Estes’ opinion was reported to the effect that 
there is little reason to reject such pleas and that 
the defendant's conduct is not a very weighty con- 
sideration in that regard. To him, the plea ap- 
peared largely a mechanical device that could be 
used to help clear crowded dockets. (U.S. v. Safeway 
Stores, Inc.) Judge Paul in the case here reported, 
on the other hand, is generally reluctant to accept 
such pleas because they are “face-saving” devices 
and are often “tendered because the defendants 
did not wish to bear the supposed odium of plead- 
ing guilty. . . .” The plea should only be accepted, 
he thinks, where the offense is not grave or the 
violation is not knowing or intentional. 

A. Market Control 


1. The American Securit Company v. Shatter- 
proof Glass Corporation, CCH § 68,802 (D.C. Del., 
July, 1957). [K.J.c.] 

An offer to sell one product contingent upon the 
purchase of other products is quite apt to fall 
under the ban of the federal antitrust laws. The 
decision under discussion makes it quite clear that 
a similar ban applies to tie-in patent licensing ar- 
rangements or block licensing—i.e., arrangements 
whereby a license to use one patent is made 
dependent upon accepting licenses to employ other 
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patents. According to the Court, “. . . one patent 
cannot draw strength from the others and the 
monopoly of each thus be extended.” Nor can the 
patent-owner escape the rigors of the law by offer- 
ing to license individual patents at the same royalty 
rate charged for licensing an entire package of 
patents, for the results of this practice are the same 
—namely, . unlawful coercion on the licensee 
to accept unwanted patents and an illegal extension 
of the patent monopoly.” 


B. Collusive Practices 


1. Yonkers Raceway, Inc. v. Standardbred 
Owners Association, Inc., et al., CCH 68,804 
(D.C. S. N.Y., July, 1957). [K.J.c.] 


Whereas an individual may freely withhold 
patronage or refuse to deal with another, a group 
of individuals may run afoul of section 1 of the 
Sherman Act for similar action because jointly 
taken. Such is the law with respect to boycotts. 
(See U.S. v. Insurance Board of Cleveland dis- 
cussed in THR JOURNAL OF MARKETING, January, 
1957-) 

How fine may be the line distinguishing indi- 
vidual from joint action is shown by the case under 
discussion which concerned the request of the 
Yonkers Raceway for a preliminary injunction 
ordering an association of owners of harness horses 


and its individual members to lift an alleged boy- 
cott of the track. 


The facts of the case indicate that when the 
Yonkers Raceway refused to raise the proportion 
of its share of the pari-mutuel take going into the 
purses from 35 to 45 per cent, the owners of the 
horses had voted unanimously at a meeting of 
their Association to withdraw from the races, and 
the Association had proceeded to advertise nation- 
ally requesting other owners not to race at Yonkers. 
The action of the Association was, according to 
Judge Dawson, clearly a boycott and he enjoined its 
continuance. However, it was not clear to him that 
the action of the individual owners was a boycott, 
for the question was: “Is there a combination or 
conspiracy between the defendants themselves to 
boycott the track whereby each has bound himself 
to his fellow-horsemen not to enter horses at the 
track, or is it a situation where many horse owners 
have each individually determined not to race his 
horses?” If, for example, all the owners had with- 
drawn in spite of a minority vote in favor of racing 
at the track, it would look suspiciously as though 
the common action was the result of conspiracy. 
Since the vote was unanimous, however, there was 
no clear evidence of conspiracy and the individual 
owners may have reached their decisions to with- 
draw quite independently of one another. “It does 
not appear that the anti-trust laws prohibit com- 
petitors from reaching the same conclusion ... ,” 
and so the Judge refused to extend the injunction 
to the individual owners. 


2. Concerted Rate Quotations for the Trans- 
portation of Goods and Personnel for Government 
Account, Public Law 85-246, August 31, 1957. 


A number of antitrust actions have been taken 
recently against common carriers which have set 
reduced rates by agreement with each other for 
the transportation of goods or personnnel for the 
Government. (See, for example, U.S. v. Aero May- 
flower Transit Co. reported in THE JOURNAL OF 
MARKETING, April, 1957.) Such joint determination 
of rates has now been granted antitrust immunity 
where the agreement is approved by the Interstate 
Commerce Commission. 


3. Nationwide Trailer Rental System, Inc. v. 
United States, 78 S. Ct. 11 (October, 1957). [K.J-c.] 


That a trade association cannot attempt to bring 
order into a complex and newly developed industry 
by imposing too much organization and uniformity 
upon its members is the lesson to be learned from 
the conviction of the Nationwide Trailer Rental 
System for the violation of the Sherman Act. 

The Nationwide System was convicted by the 
District Court for Kansas in July, 1955, and the 
conviction was upheld by the United States 
Supreme Court in October, 1957, in a memorandum 
opinion. 

The Nationwide System is a trade association 
set up in 1951 to organize the business of one-way 
trailer rentals which had developed since World 
War II. This business embraces the rental of trailers 
for the transport of personal goods from one place 
to another. The complexity and peculiarity of the 
business arises from the fact that the trailer is not 
returned to its owner by the lessee but instead is 
turned over to a cooperating trailer rental com 
pany close to the lessee’s destination. By a series of 
subsequent moves in which the rental fee is split 
between the owner of the trailer and the renting 
company, the trailer may ultimately be routed back 
to its owner. 

The Nationwide System adopted rules to govern 
the conduct of their business. Its members could 
not be associated with other one-way trailer systems, 
and each member was guaranteed an exclusive posi 
tion within his city. A uniform lease employed by 
all members was adopted, and this lease form, 
printed and circulated by the Nationwide system, 
included a uniform overtime charge. A current rate 
schedule of zone charges was adopted and circulated, 
although there was no evidence that uniformity in 
this regard was ever enforced. 

The District Court found the operations of the 
Nationwide System illegal. They amounted to a 
price-fixing scheme, illegal per se, for overtime 
charges had been explicitly set forth in the uniform 
lease contract. The circulation of suggested rates, 
even though never strictly enforced, “. . . was such 
a tampering with prices as is forbidden by the 
Sherman Act.” The by-law assigning exclusive 
territories to members also ran afoul the same law. 
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4. Samuel Krasnov et al. v. United States, 
78 S. Ct. 34 (October, 1957). [K.J.c.] 


Patents often furnish a handy tool with which to 
seek domination over an industry, and sometimes 
the success of the undertaking depends more upon 
the skill with which the patents are manipulated 
than their intrinsic worth. Such seems to have been 
the experience of the Comfy Manufacturing Com- 
pany and the Sure-Fit Products Company which, 
armed with a patent so dubious that their dominant 
consideration seems to have been to preserve it 
from adjudication, succeeded in building up control 
to 62 per cent of the sales of the ready-made 
furniture slip-cover industry. 

The story started in 1938 when a patent on 
knitted furniture slip covers was secured by Comfy 
from the inventor. Seeking to capitalize on retailers’ 
easily understood aversion to law suits that are 
none of their business, Comfy decided that the 
most effective way of exploiting its patent would 
be by bringing contributory infringement suits 
against retailers selling competitors’ products. How- 
ever, one of the competitors, Sure-Fit Products 
Company by name, reacted in an aggressive manner. 
Encouraged by a report of its attorney that Comfy’s 
patent could not possibly be found valid, it entered 
the courts to have the patent set aside. Because 
it was quite obvious that more was to be gained 
all around by cooperation than by a battle-to-the- 
death, Comfy and Sure-Fit signed a peace-treaty in 
1939 and the suit was dropped. The peace took the 
form of a license to Sure-Fit to use Comfy’s patent, 
an agreement by Comfy not to license others with- 
out Sure-Fit’s consent, authority for Comfy to set 
the prices to be maintained, and agreement to de- 
cide jointly upon infringement suits to be brought 
against others and to share their cost. 

In the years subsequent to the peace-treaty, the 
policy was continued of harassing retail outlets 
selling competitors’ products by contributory in- 
fringement suits, and the condition of settlement 
was the discontinuance of the competitors’ lines. 
Generally these tactics were successful, but discre- 
tion continued the better part of valor, and if the 
retail defendant showed any fight the suit was 
dropped. At no costs was the patent to be subjected 
to the final test. 

The cooperation between Comfy and Sure-Fit was 
found by the District Court for Eastern Pennsyl- 
vania (July, 1955) to violate both sections 1 and 2 
of the Sherman Act and in October, 1957, the 
United States Supreme Court upheld the decision 
without elaborating on it. 


5. New Orleans Insurance Exchange v. 
United States, 78 S. Ct. 96 (October, 1957). [K.J.c.] 


Group boycotts in interstate commerce are 
found almost automatically to violate the Sherman 
Act, and the activities of the New Orleans Insurance 
Exchange prove no exception. 

The by-laws of the New Orleans Exchange in 


effect require its members-agénts and brokers and 
a select group of insurance companies to deal solely 
with each other. The member-agents and brokers 
cannot do business with mutual companies or with 
stock companies selling directly to the public or 
through nonmember agents. This group boycott 
was struck down by Judge Wright of the District 
Court for Eastern Louisiana (February, 1957) who 
was most contemptuous of some of the excuses 
offered by the culprits, such as their desire to 
protect the American way-of-life from the inroads 
of socialism in the guise of the mutual companies. 
He was equally unimpressed by their argument that 
the insurance business had been taken out from 
under the Sherman Act completely by the Mc- 
Carran-Ferguson Act, for the latter explicitly sub- 
jects insurance boycotts to the federal antitrust pro- 
hibitions. 

Judge Wright’s decision was upheld by the 
United States Supreme Court in a memorandum 
opinion in October, 1957. 


Il. REGULATION 
TERISTICS 


OF PRODUCT CHARAC- 


A. Product Standards 


Del Rio Coat and Suit Co., Inc. v. A. D. 
Juilliard and Co., Inc., CCH § 68,794 (New York 
Supreme Court, July, 1957). [H.D.0.] 


The Wool Products Labeling Act requires manu- 
facturers to indicate the fiber content of all woolen 
products they sell and to maintain the necessary 
substantiating records for three years. In a recent 
New York case, a firm sued a manufacturer for 
mislabeling the content of certain woolen goods 
it had purchased from the manufacturer, claiming 
a violation of the Wool Products Act. The court 
dismissed the action on the ground that the Act 
afforded no relief to private persons or individual 
firms. The judge stated that the Federal Trade 
Commission possessed sole authority to enforce the 
provisions of the Act. 

This case brings to the forefront the fact that 
the laws in the trade field do not always provide 
redress for the aggrieved party, but that they are 
frequently so written that enforcement is limited 
to some specific government agency. It might be 
noted, in passing, that the plaintiff-firm was not 
necessarily left without a legal remedy. It could 
probably still sue for breach of contract or breach 
of warranty. 


C. Packaging and Conditions of Sale 


Quentin Stroud et al. v. Ezra Benson et al., 
CCH € 68,841 (D.C. E. N.C., Sept., 1957). [H.p.o.] 


In an attempt to curtail the production of certain 
varieties of tobacco, which were deemed to be un- 
satisfactory in aroma and taste, the Secretary of 
Agriculture issued a regulation requiring tobacco 
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auctioneers to identify these varieties whenever 
they were offered for sale. This regulation was 
issued by the Secretary of Agriculture pursuant to 
his authority under price support legislation. 

Certain growers of the tobacco leaf covered under 
the regulation immediately sued the Secretary, con- 
tending that this identification program was in 
restraint of trade and violated the Anti-Trust Laws. 
The District Court quickly disposed of the plain- 
tiffs’ allegations. The court said: “If the knowledge 
of the true identity of the discount varieties (as 
these less-flavorful varieties are called) tends to 
result in lower prices and smaller purchases, it is 
because the market, knowing the truth, has no de- 
sire for them... . Generally, complete and full 
knowledge on the part of both vendor and vendee 
is considered an element of perfect competition.” 

This case is significant because it is another in a 
series of recent decisions which indicate that the 
federal courts are eager to encourage the widest 
possible disclosure of all relevant facts in a sales 
transaction. 


Ill. REGULATION OF PRICE COMPETITION 
B. Resale Price Maintenance 


1. Skaggs Drug Center v. General Electric 
Co.; Miles Laboratories, Inc. v. Skaggs Drug Center, 
CCH € 68,823 (New Mexico Supreme Ct., September, 
1957). [A-T.D.] 


The fair trade area is again narrowed by this de- 
cision of the Supreme Court of New Mexico holding 
the non-signer provision of the state’s fair trade 


act unconstitutional. This is the twelfth state in 
which the highest court has found the crucial non- 
signer provision or all of the state’s act unconstitu- 
tional. The highest courts in sixteen states have 
upheld the acts of their states. Three states, Mis- 
souri, Texas and Vermont, never passed fair trade 
legislation. The acts in the remaining seventeen 
states have either not been tested or have not 
reached the highest state court. 

The ruling of the New Mexico Court is not sur- 
prising in itself, for it is in line with the trend of 
decisions in recent years. What is surprising is that 
the decision represents a reversal of the lower 
court (see this section, January, 1957). Other recent 
holdings have affirmed opinions of the lower courts. 

A district court had given General Electric and 
Miles Laboratories injunctions against Skaggs Drug 
Center, a store which had cut prices on small GE 
appliances and Alka-Seltzer and One-A-Day vita- 
mins. The Supreme Court notes the conflicting rul- 
ings in the various states and concludes that those 
sustaining fair trade are emphasizing the form and 
overlooking the substance of fair trade legislation. 
In its essence, fair trade is price fixing designed 
primarily to destroy competition at the retail level. 
References to such arguments as the rights of trade- 
mark owners and the protection of goodwill are 
merely rationalizations. 


On the basis of this economic philosophy the 
court finds the non-signer clause an arbitrary and 
unreasonable exercise of the police power. 


2. General Electric Co. v. Masters Mail Order 
Company of Washington, D. C., 78 S. Ct. 32 (Oc- 
tober, 1957). [A.T.D.] 


As the bastions of the fair traders are surrounded 
by more and more non-fair trade jurisdictions, the 
possibility that these free trade areas may serve as 
grounds for invasion by price cutters via mail as- 
sumes greater and greater significance. Mail order 
price cutting has reached the Supreme Court for 
the first time, and the fair traders have lost another 
fight as the Court has denied certiorari. 

Masters, a New York discount house, sold in fair 
trade New York through its mail order subsidiary 
in non-fair trade Washington, D. C. The success of 
this obvious attempt to circumvent New York's Feld- 
Crawford Fair Trade Act depends on where the 
New York buyer takes title to the mail order 
goods. 

A district court first ruled that the transactions 
were not interstate and were subject to the New 
York Act (see this section, January, 1957). The Sec- 
ond Circuit Court of Appeals reversed, ruling that 
the buyer took title in Washington, D. C., and the 
transactions could not be controlled by the New 
York law (see this section, October, 1957). It is this 
decision that the Supreme Court denies review and 
thereby leaves in force. 

Thus the mail-order door into fair trade juris- 
dictions is still clearly open. The potential impor- 
tance of the gap is so great, however, that fair 
traders may be expected to press for judicial review 
in another case or to seek some legislative means 
of closing the loophole. 


3. Esso Standard Oil Co. v. Secatores, Inc., 78 
S. Ct. 54 (October, 1957). 

Seagram-Distillers Corp. v. New Cut Rate Liq- 
uors, Inc., 78 8. Ct. 61 (October, 1957). [A.T-D.] 


The Supreme Court denies review in these ap- 
peals, leaving in force the decisions of the courts 
below. In both instances fair traders are losers. 

In the Esso case resale price maintenance is 
barred on the grounds that competition between 
Esso and Secatores for sales to some accounts makes 
such a pricing agreement a horizontal agreement in 
violation of law (see this section, April, 1957 and 
October, 1957). This ruling comes as no surprise, 
but the decision of the lower court in the Seagram 
case is based on a more novel argument. 

The Seventh Circuit Court of Appeals has held 
that evidence of damages from price cutting 
amounting to at least $3,000 must be presented be- 
fore the federal courts can assume jurisdiction (see 
this section, October, 1957). This decision raises a 
fundamental question concerning the goodwill de- 
struction presumption behind fair trade rationaliza- 
tions. The fact that the Supreme Court has left it 


‘ 
— 
| 
® 


448 


THE JOURNAL OF MARKETING 


April 1958 


in force means that the enforcement of fair trade 
pricing is further hampered. It is to be expected 
that this question will be raised again and again un- 
til the Supreme Court is faced with a conflict 
among the various circuits that will bring about a 
review by the highest court. In the meantime fair 
traders, already beset by narrowing jurisdiction 
and mail order infiltration, will be burdened by 
this new threat. 


C. Price Control (Minimum and Maximum) 


State of Minnesota v. Wolkoff, CCH § 68,826 
(Minnesota Supreme Ct., October, 1957). [A.7.D.] 


‘The weaker the status of fair trade the more im- 
portant the Unfair Sales Acts become as the basis 
for control over price cutting. Twenty-nine states 
have enacted general acts prohibiting sales below 
cost. ‘These acts typically define cost to include in- 
voice cost plus a percentage markup to cover over- 
head. Most apply only to wholesalers and retailers. 
All, except New Jersey’s, require some censurable 
purpose or eflect of below-cost selling as a basis for 
violation, and the New Jersey law was declared un- 
constitutional because of the absence of such a 
qualification. 

Ihe Minnesota law at issue here forbids sales be- 
low invoice cost plus an eight per cent markup in 
the case of retailers and a two per cent markup in 
the case of wholesalers. Sales below cost, for the 
purpose or with the effect of injuring competitors 
or destroying competition are prima facie evidence 
of violation. However, the Minnesota law is typical 
in exempting sales made in good faith to meet the 
legal prices of competitors. 

The defendants own retail grocery stores in St. 
Paul in which they sold certain brands of ketchup, 
sugar and collee at less than cost as defined in the 
Minnesota Unfair Sales Act. They demonstrated 
by means of advertisements that competitors were 
charging the same or lower prices before and after 
the alleged violation. They contended that it is 
customary to set prices on the basis of competitive 
prices. The purpose of the below-cost selling was 
merely business survival in a competitive area. It 
was necessary in order to meet price competition 
and trading stamp and give-away competition in an 
attempt to regain business recently lost to competi- 
tors. 

The court holds that the defendants might as- 
sume the prices they met were legal since they 
were advertised over a long period of time without 
challenge and apparently without any adverse eco- 
nomic effect. Moreover, the prices charged did not 
and could not injure competitors nor destroy com- 
petition, and the court emphasizes that both of 
these culpable purposes or effects are necessary to a 
violation. 

If the courts in the other states with Unfair 
Sales Acts similar to Minnesota’s interpret the 
qualifying sections in a like manner it need not be 


feared that these acts will be used to hamper any 
economically beneficent price competition. 


Vv. REGULATION OF UNFAIR COMPETITION 
A. Advertising 


The American Hospital and Life Insurance 
Company v. Federal Trade Commission, CCH 
€ 68,675 (CA 5, April, 1957), [H-p.0.] 


A question of very great concern to the insurance 
industry is whether or not the Federal Trade Com- 
mission possesses or lacks jurisdiction over its busi- 
ness practices. In American Hospital v. FTC, this 
question was decided, at least temporarily, by the 
Court of Appeals of the Fifth Circuit. The Court 
held that the Commission lacked jurisdiction to 
prohibit a Texas insurance company from falsely 
advertising its insurance policies, since each of the 
states in which the company did business had laws 
regulating false and deceptive advertising of in- 
surance. The Court’s decision was based on the fact 
that the McCarran-Ferguson Act of 1945 specifically 
provided that “the business of insurance . . . shall 
be subject to the laws of the several States which 
relate to the regulation or taxation of such busi- 
ness.” The Supreme Court recently agreed to re- 
view the decision. 


C. Trade-Marks and Trade Names 


Arrow Metal Products Corp. et al. v. Federal 
Trade Commission, CCH € 68,847 (CA 3, Novem- 
ber, 1957). [H.D.0.] 


The Court of Appeals of the Third Circuit has 
held that the Federal Trade Commission was justi- 
fied in relying upon a consumer survey to reach its 
decision. The Commission had permitted the in- 
troduction into evidence of a ‘survey to determine 
whether the trade name “porcenamel,” when used 
to describe metal awnings, led the public to assume 
that these awnings were covered with a porcelain 
enamel. 

On a number of occasions in the past, surveys 
have been rejected by the courts and by adminis 
trative agencies as constituting hearsay evidence. 
The hearsay evidence rule, which traces its origin 
to the early days of the common law, undertakes 
to exclude statements which are not subject to 
cross-examination. Since surveys involve opinions 
of people who are not testifying in court, they have 
sometimes fallen victim to the rule. 

The Arrow Metal case appears to signify a fur 
ther relaxation by the courts of the hearsay evi- 
dence rule with respect to surveys which are 
conducted with a proper regard for scientific ac 
curacy. In its opinion, the court affirmed the Com- 
mission’s ruling that the term “porcenamel” had a 
tendency to deceive a substantial portion of the 
purchasing public, since the awnings were, in fact, 
covered with a plastic resin, rather than a_ porce- 
lain enamel. 
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MARKETING MANAGEMENT: ANAL- 
YSIS AND DECISION, by John A. How- 
ard. (Homewood, Illinois: Richard D. 
Irwin, Inc., 1957. Pp. 429. $6.50.) 

In the words of the author, “This book 
is intended to be used as a text for ad- 
vanced undergraduate marketing courses, 
the introductory graduate marketing course, 
and executive development programs.” (p. 
vii.) This purpose determines the charac- 
teristics of the content which “. . . is man- 
agerial and this implies two things at least, 
a management point of view and a decision 
orientation.” (p. vii.) Because it is oriented 


toward decision making, “It sets forth a 
definite way of looking at marketing prob- 
lems and attempts to present concepts that 
are appropriate and useful in the sense of 
being qualitatively or quantitatively meas- 
urable.” (p. vii.) The qualitative criteria 
are recognized to range from “rules of 
thumb” to criteria which bear a recogniz- 
able relationship to profit contribution, but 
it is acknowledged that there are a number 
of areas which need to be filled by future 
research. The author favors greater use of 
marginal analysis but here too recognizes 
such use is feasible only through improved 
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measuring techniques to be supplied by 
marketing research. 

The organization adopted divides the 
materials into three major parts. 

Part I, Introduction, establishes the base 
for marketing decisions. The concept of 
marketing management is broad and mod- 
ern—all the problems of marketing. Specifi- 
cally mentioned as areas for decisions of 
the marketing manager are “. . . prices, 
advertising and other promotion, sales 
management, the kind of product to be 
manufactured, and the marketing channels 
to be used.” (p. 3.) The marketing manager 
is placed in a central position for the 
“. . . marketing manager directs the activ- 
ities of the advertising manager, the sales 
manager, and the marketing research man- 
ager. A manager of new products is some- 
times a fourth member of his team.” (p. 3.) 
Consistent with this definition of the scope 
of marketing decisions Howard sees “. . . 
the creative adaptation by a company to its 
changing environment” (p. 4.) as the es- 
sence of marketing management. The mar- 
keting environment controllable by the 
company, or the means of adaptation to 
the environment available to the company, 
are: location, product, marketing channels, 
price, advertising, and personal selling. 
These become the basis for the develop- 
ment of the chapters constituting Part III. 
The uncontrollable, and perhaps unpre- 
dictable, portions of the marketing environ- 
ment to which the company conforms are: 
competition, demand, nonmarketing costs, 
structure of distribution, and the law. 
These become the basis of analysis through 
individual chapters constituting Part II. 

Howard urges a profit criterion for mar- 
keting decisions, saying “. . . the correct 
criterion is maximum expected long-term 
profit.” (p. 19.) He later supplies a more 
careful definition of the profit which is 
meaningful for decisions as, “The net profit 
concept includes an allocation of overhead 
costs and these costs do not vary with the 
decision. Thus, when it is said that the 
profit criterion should be used in deciding 
among alternatives, contribution to profit 


is meant rather than net profit” (p. 24.). He 
recognizes, however, that other criteria may 
be used for selection among alternatives, 
e.g., share of market, absolute volume of 
sales, and even continuing as last year (p. 
20.). He also recognizes that “. . . (1) long- 
term rather than short-term profits are rele- 
vant; (2) current decisions determine, in 
part, the conditions under which future 
decisions will be made; (3) uncertainty is 
involved, since marketing decisions require 
predicting the future. Finally, substantially 
more information is needed in estimating 
long-term profits, since long-term trends 
must also be projected, which is not neces- 
sary for estimates of short-term profits” (p. 
32.). Thus, although he urges profit as the 
better means of providing correct orienta- 
tion, he recognizes limitations on its ap- 
plication because of the difficulty of meas- 
urement. A probability approach for some , 
situations is suggested. 

The emphasis on profit as a criterion is 
desirable and courageous. Too many au- 
thors seem to feel profit is a nasty word 
and the seeking of it somehow reprehen- 
sible. While the social viewpoint is impor- 
tant in the right place use of it in the 
wrong place leads to fuzzy or indefinite 
communication. The decision making proc- 
ess is certainly one place where the sharp- 
ness of the profit criterion is an advantage. 

Part II, Typical Considerations in Mar- 
keting Decisions. Consistent with the base 
established in the introduction he deals 
with competition, demand, cost, the struc- 
ture of distribution, and law in this sec- 
tion. The concept of competition used as 
the basis for the discussion is realistic. He 
properly considers both price and non- 
price aspects of competition and avoids the 
error of testing competitive behavior by 
conformity to the narrow specifications of 
doctrinaire assumptions. 

His development of demand analysis, 
which is done through three chapters, is 
also to be commended. In the first of the 
chapters dealing with demand analysis he 
considers demand through the concepts of 
economic theory but, recognizing the limi- 
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tations of these concepts, he develops this 
aspect of demand as a way of looking at 
the problem. To get a more complete and 
realistic view of demand he adds chapters 
on consumer behavior and on forecasting. 
These three chapters provide a good basis 
for this aspect of demand analysis. 

The chapter on costs is conceived and de- 
veloped as the remaining part of the cri- 
terion for decisions leading to profit maxi- 
mization, the first being competition, the 
second demand, the third cost. Here too 
the best of relevancy of cost information 
and analysis to marketing decisions is quite 
properly and realistically applied. 

The chapter on the structure of distribu- 
tion is somewhat disappointing—not be- 
cause of what is done, but because of what 
remains undone. Perhaps too much was at- 
tempted in too brief a treatment. The de- 
scription is necessarily incomplete, it is 
simply illustrative, and the centralizing 
concepts developed are not sufficient to 
bring the issue of structure as it pertains 
to marketing decisions into clear perspec- 
tive. 

The treatment of the law is also too brief 
to be adequately descriptive and too gen- 
eral to be useful in dealing with specific 
marketing decisions. Again, there are too 
few centralizing concepts to provide the 
framework for understanding or for deci- 
sion making. 

Part III, Marketing Decisions. As pre- 
viously indicated, this section is developed 
through five basic sections: product deci- 
sions, channel decisions, price decisions, 
promotion decisions, and location deci- 
sions. The discussion of product decisions 
covers the basic issues in a manner which 
is stimulating, because of the varitety of 
viewpoints brought to bear, and the vari- 
ous issues suggested for consideration are 
stimulating. 

The discussion of channels suffers from 
some of the same difficulties encountered 
in the discussion of the structure of distri- 
bution—too much is attempted in too brief 
a space—but the elements sketched are well 
handled. 


The discussion of pricing is realistic and 
avoids the temptation to become doctri- 
naire or to test the realities of the market 
against the artificial assumptions of theory. 
The handling of competition is also realis- 
tic and practical. 

Howard includes both advertising and 
personal selling as “. . . alternative means 
of accomplishing the end of providing mar- 
keting information to buyers.” (p. 347.) 
This is essential as a viewpoint for broad 
decisions made by the marketing manager. 
In his treatment of location he also uses 
the broad view of change and adjustment 
which supplies proper perspective for these 
decisions. 

Part III would gain were some of the il- 
lustrations developed in greater detail and 
the company and product identified. Iden- 
tification would help because this would 
permit the reader to supply background 
from his general information. It must be 
recognized, however, that the source of in- 
formation often imposes limits upon the 
use of it. 

Throughout this book the treatment is 
broad; which is essential if marketing man- 
agement is to move into the sphere of ac- 
tivity it is destined to occupy. The refer- 
ences to other literature are extensive, and 
the sources are highly varied. This too, is 
appropriate for as marketing management 
accepts responsibility for the total of mar- 
keting activity it is essential for full effec- 
tiveness that consideration of problems be 
as broad as the area of responsibility. The 
emphasis on quantification is also healthy. 

The lack of specific detail has previously 
been mentioned. At times the reader is 
bothered by this. Also the book would gain 
were more of the topics developed in terms 
of centralizing principles or concepts. We 
must recognize, however, that much was 
attempted—perhaps too much. The book 
is brief, the range of subjects covered great. 
However, it is not intended for beginners. 
The advanced undergraduate or graduate 
student brings to the subject a considerable 
amount of information gathered during the 
course of earlier studies and should build 
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upon prior knowledge. The author con- 
fesses a “‘penchant” to use cases and perti- 
nent cases are suggested for each chapter. 
The cases are selected from: 


M. P. McNair, M. P. Brown, D. S. R. 
Leighton, and W. B. England, Problems 
in Marketing (New York: McGraw-Hill 
Book Co., Inc., 1957). 


Lawrence C. Lockley and Charles J]. Dirk- 
sen, Cases in Marketing (New York: 
Allyn and Bacon, Inc., 1954). 


Certainly the plan to combine study of 
the book with appropriate cases is desirable 
since cases appear essential to maximum 
benefit from use of the book. This re- 
viewer has some reservations as to the use- 
fulness of the book in executive develop- 
ment programs because the decision to ap- 
ply the methods of economic analysis pre- 
sented an irresistible temptation to use the 
terminology of economics. As a result, the 
development of some ideas becomes vague 
and abstract or unreal. This may cause the 
business reader to have difficulty in seeing 
himself and his problem in the very broad 
and unfamiliar setting which is used. Cases 
would supply a more specific and familiar 
setting for the executive and would also 
help overcome the difficulty resulting from 
the diverse and, perhaps, incomplete aca- 
demic background of the executives par- 
ticipating in such programs. 

The time for a book such as this is pro- 
pitious. There was, and is, need for an ap- 
proach to marketing decisions which is as 
broad as these decisions themselves. We 
should welcome such a treatment and be 
grateful to the author for making it avail- 


H. W. HUEGY 
University of Illinois 


CASES IN RETAIL MANAGEMENT, by 
Malcolm P. McNair, Elizabeth S. Burn- 
ham, and Anita C, Hersum. (New York: 
McGraw-Hill Book Company, 1957. Pp. 
ix, 806. $10.00.) 


This addition to the Harvard Business 
School case books series published by Mc- 


Graw-Hill is the first Harvard case book in 
retailing to be published in approximately 
twenty years. Of the sixty-eight cases in- 
cluded, only 4 have been previously printed 
in book form, although those who have 
been purchasing cases in mimeographed 
form from Harvard will recognize several 
others. In most instances, the cases are 
longer than those in the earlier case books 
on retailing, and the majority involve vary- 
ing amounts of figure analysis, a require- 
ment which appears to be somewhat ob- 
jectionable to students but which in the 
opinion of many, including the reviewer, 
is an essential element of management 
training. A majority of the cases are drawn 
from large-scale institutions because, as the 
authors state in the preface, “ it is in 
such institutions that the problems at issue 
can be examined in the greatest detail.” 

The book is divided into eleven sections 
followed by an appendix. A brief résumé 
of each section follows: 


I. General Introduction. ‘This is a 36-page 
commentary on a variety of subjects in- 
cluding the place of retailing in the econ- 
omy, a series of definitions of the major 
types of retail institutions, a brief résumé 
of margin, costs, and profits trends, and a 
review of the major current trends in re- 
tailing. 

II. Elements of Retail Profit and Loss. A 
review of the major elements of retail arith- 
metic followed by a series of illustrative 
exercises. 

III. General Merchandise Policies in Rela- 
tion to Consumers. Eleven cases covering 
such topics as store location, establishing 
new businesses, merchandise mix, and 
character of service. 

IV. Pricing. Six cases on general pricing 
policies including two cases on markdowns. 
V. Merchandise Selection and Buying. Five 
cases dealing with fashion, assortment, and 
vendor relationships. 

VI. General Merchandise Management. 
Three cases reflecting the merchandising 
decisions to be made by top management. 
VII. Sales Promotion. Nine cases on such 
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promotional activities as advertising, loca- 
tion, merchandise arrangement, trading 
stamps, credit policies, and fixturing. In 
addition, reproductions of fifteen advertise- 
ments with appropriate questions for dis- 
cussion are included. 

VIII. Selling. Ten “incidents” involving 
customers and salespeople plus two inter- 
changes between salespeople and super- 
visors. 

IX. Personnel. Nine cases covering such 
problems as selecting, training, budgeting, 
compensation, union relations, and organi- 
zation. 

X. Plant Operation and Store System. Re- 
ceiving and marking, accounts receivable, 
delivery, and sales audit are each covered 
by a single case. 

XI. Control. Thirteen cases on expense 
and merchandise accounting and control, 
and financial management. Both dollar 
and unit control are covered as are the 


preparation of the cash budget and lease 
negotiations. 


‘The appendix contains 1956 operating ra- 
tios for department, specialty, variety-chain, 
and food-chain stores taken from the sev- 
eral Harvard reports on retail operating 
results. 

In the opinion of this reviewer, these 
cases are not appropriate for use in a one- 
semester elementary course in Principles of 
Retailing as commonly offered in under- 
graduate curricula. Rather, they should be 
used in the more advanced courses offered 
at the senior or graduate level. As was 
mentioned above, most of the cases are 
longer than in the previous Harvard case 
book in retailing and require a consider- 
able amount of detailed figure analysis. In 
many instances, the length of the case is 
increased by a considerable amount of 
background or descriptive material which 
is essential to a complete understanding of 
the environment in which the particular 
problem arises. Those who are at all fa- 
miliar with the case collecting and writing 
techniques of the senior author will ap- 


preciate the extreme care with which the 
cases are prepared and presented. All who 
teach in the retailing and marketing areas 
will welcome this long overdue collection 
of materials. 

J. D. BUTTERWORTH 
University of Florida 


DRUG STORE OPERATING COSTS 
AND PROFITS, by Orin E. Burley, Al- 
bert B. Fisher, Jr., and Robert G. Cox. 
(New York: McGraw-Hill Book Com- 
pany, 1956. Pp. xvi, 549. $7.50.) 


One of the most exciting and important 
recent developments in merchandise man- 
agement is the shift in buying emphasis 
from item gross margins to a more signifi- 
cant concept—item profitability. Spurred 
by declining net profits, merchants have re- 
newed their efforts to discover or to re- 
discover ways in which a more dynamic 
and opportunistic buying policy could en- 
hance net profits or at least stem the tide 
of dwindling profits. Retailers are keenly 
aware of the fact that two items of mer- 
chandise each of which costs the merchant 
$.60 and sold for $1.00 (yo per cent gross 
margin or gross profit) may have very dif- 
ferent expense rates with the result that 
one item produces a satisfactory net profit 
and the other forces the merchant to incur 
a net loss. Many of the larger stores, in- 
cluding practically all department stores, 
have for decades kept separate expense 
records for each department. As a result, 
management knows the extent to which ex- 
penses vary among departments. Neverthe- 
less, the variation in expenses from item to 
item within a department frequently is 
much greater than the variation from de- 
partment to department. 

Departmental expense data have been 
very useful to management; in all likeli- 
hood, item expense data will prove to be 
an even better management tool. In fact, 
a new system by which the relative profit- 
ability of each significant merchandise 
item can be determined separately in ad- 
vance of making buying commitments is 
being advocated by many leading retailers. 
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This system which is currently called “Mer- 
chandise Management Accounting” is based 
on a management-oriented philosophy. It 
provides information for a store-buyer to 
utilize—if he chooses—in making buying 
decisions.! 

One of the most recent and comprehen- 
sive studies of expenses and profits is Drug 
Store Operating Costs and Profits. This 
elaborate and expensive industry-sponsored 
survey of twelve carefully selected drug 
stores was directed by Orin E. Burley, Chair- 
man, Department of Marketing and Foreign 
Commerce, Wharton School of Finance and 
Commerce, University of Pennsylvania. Al- 
bert B. Fisher, Jr., Director of Research, 
National Wholesale Druggists’ Association, 
was Associate Director of the project and 
Robert J. Cox, Assistant Professor of Ac- 
counting, Wharton School of Finance and 
Commerce, University of Pennsylvania, was 
Cost Supervisor. Seven professors associated 
with leading colleges served as area super- 
visors. The authors properly emphasize the 
fact that the survey uses the case-study ap- 
proach, and they make no claim that the 
twelve stores constitute a representative 
sample. The field work was completed in 
May, 1951. The reasons for the delay of 
approximately five years in publishing the 
results of the costly survey are not ex- 
plained in the book. 

The authors use about 100 pages to ex- 
plain their methodology. Their forthright- 
ness and attention to details are laudable. 
Although the reader may be inclined to 
quarrel with some of the decisions the au- 
thors made (for example, their decision 
not to consider imputed interest as a legiti- 
mate cost factor in determining ultimate 
net profit by departments and by sub-de- 


*An excellent article entitled “Merchandise Man- 
agement Accounting—The Way to Profit” appeared 
in the February, 1957, issue of Retail Control pub- 
lished by the National Retail Dry Goods Associa- 
tion. Each of the following contributed to the 
multi-part article: Roy H. Meyers, President, John 
G. Meyers Co., Inc.; Robert I. Jones, Arthur An- 
derson & Co.; and Malcolm McNair, Lincoln Filene 
Professor of Retailing, Harvard University. 


partments), he is likely to appreciate their 
efforts to handle equitably such controver- 
sial costs as space-charges. 

Each of the twelve stores is analyzed in 
detail, as are each of the seven departments. 
In the proprietaries department, for ex- 
ample, the net profit ranged among the 
stores from —4.6 per cent to 17.6 per cent 
of sales, and from a rather serious loss to 
a profit of 96.3 per cent on inventory in- 
vestment. The profitability of merchandise 
lines in terms of inventory investment, as 
opposed to sales volume, is especially sig- 
nificant in an era of “tight money” with 
accompanying high interes. rates such as 
we are experiencing currently. 

In a lengthy appendix, the authors pre- 
sent sales, cost, expense, inventory, and net 
profit data for seven departments and 
thirty-six sub-departments. Within each 
sub-department are about seven (on the 
average) rather narrow merchandise lines 
for each of which the authors present sales, 
cost, and inventory data, but not expense 
and net profit data. 

A unique and interesting feature of the 
survey deals with unoccupied time, which 
is a significant cost in retail drug stores. 
Wages for idle time ranged from 8.5 to 39.1 
per cent of total operating expenses. While 
much of the unoccupied time in the retail 
drug store is in the nature of “stand-by 
capacity,” the cost of this time is often the 
difference between profit and loss. 

The authors have seen fit to present their 
statistical findings with a minimum of in- 
terpretation or “editorializing.”” Very cau- 
tiously they state that the primary useful- 
ness of this study to the drug industry “‘is 
not an examination of the profitability, or 
lack of profitability, of certain departments 
and/or commodity groups in any of the 12 
stores. Its principal use is, rather, to study 
and understand the relationships and causa- 
tions which resulted in the operations as 
found.” Nevertheless, the degree of profit: 
ability of departments or commodity 
groups may indicate to management where 
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greater effort may properly and effectively 
be directed. 

This survey should encourage thoughtful 
members of the drug industry to re-exam- 
ine their pricing policies. Retailers as well 
as manufacturers who suggest resale prices 
or who set minimum resale prices will find 
the survey results to be interesting and 
challenging. 


ELMER O. SCHALLER 
New York University 


CONTEMPORARY AMERICAN MAR- 
KETING: READINGS ON THE 
CHANGING MARKET STRUCTURE, 
edited by Harper W. Boyd, Jr., Richard 
M. Clewett, and Ralph Westfall. (Home- 
wood, Illinois: Richard D. Irwin, Inc., 
1957. Pp. ix, 305. $4.95.) 


Contemporary American Marketing is a 
collection of forty-two readings that repre- 
sent the language and color of the market 
place. These timely articles focus attention 
upon a business example or situation rather 
than present the traditional material found 
in the basic texts. The readings were se- 
lected through considerable classroom ex- 
perience in recent years at the School of 
Business, Northwestern University. This 
book reflects the editors’ thinking that the 
beginning course in marketing needs cur- 
rent materials which will help students un- 
derstand the marketing problems faced by 
businessmen and also the interrelationships 
between marketing and other areas such as 
finance or production. 

The case-situation articles are, in gen- 
eral, descriptions and explanations of the 
marketing operations of particular com- 
panies. While the editors indicate that they 
wanted to use timely articles about identi- 
fiable companies and products which would 
fit into the framework of most basic texts, 
they did not try to cover all phases of mar- 
keting. Instead, there is reliance on the use 
of articles which cover more than one sub- 
ject and which may be used to illustrate 


the materials in more than one section of 
a basic text. 

In any attempt to assemble a collection 
of readings there are always questions con- 
cerning the subjects to be covered, the 
sources of the readings, and the selection 
of the readings. This volume is constructed 
around seven major headings: (I) Nature 
and Scope of Marketing, (Il) The Market, 
(111) Product and Product Line, (IV) Chan- 
nels of Distribution, (V) Advertising and 
Personal Selling, (VI) Price Strategy, and, 
(VII) Legislation. The section on The Mar- 
ket is sub-divided into Consumer Goods and 
Industrial Goods; the section on Channels 
of Distribution is sub-divided into Retail- 
ing and Wholesaling; and the section on 
Advertising and Personal Selling is sub- 
divided into Advertising and Personal Sell- 
ing. This framework admittedly does not 
cover all of the subjects of marketing, but 
is intended to provide a book of reason- 
able length. Whether such subjects as mar- 
keting efficiency or transportation are suf- 


ficiently important to be included is a 
controversial subject. 

This book of readings contains articles 
from eleven publications. The distribution 


is as follows: Business Week (11 articles); 
Tide (7 articles); Sales Management (6 ar- 
ticles); Industrial Marketing (5 articles); 
Printers’ Ink (5 articles); Electrical Whole- 
saling (2 articles); Fortune (2 articles); and 
Advertising Age, Hardware Retailer, Jour- 
nal of Business, and Progressive Grocer (\ 
article each). Each of these articles was 
originally written for the use of business- 
men. One can question the variety of the 
sources or the use of one source for almost 
one-fourth of the articles. The authors, 
however, indicate that these selections are 
the kind of reading that their students find 
stimulating and palatable. The articles ap- 
pear to have been selected with care and 
with a definite objective in mind. Most 
important, practically all of the articles 
have appeared since 1955. About half of 
the articles were first printed in 1956 or 
1957- 
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The readings undeniably illustrate the 
wide variety and dynamics of marketing 
activity. Students reading this book will 
easily come to understand the lively action 
of the market since the readings give them 
colorful examples of points which text- 
books present in a more orderly and more 
scholarly manner. It is the opinion of the 
editors, and of this reviewer, that students 
will remember the readings more readily 
than they will recall the points made in a 
basic text in marketing. When these read- 
ings are combined with a one semester or 
one quarter course in basic marketing the 
student will have a better grasp of the re- 
lationship between the marketing area and 
other courses which he is taking. 

It is quite possible that this book might 
be used in an executive training program 
within a company or by an adult educa- 
tion group. These readings would serve as 
the basis for discussion of current activities 
taking place within the economic system. 
This volume also will be helpful in am- 
plifying other materials which are used to 
show that marketing is an interesting, chal- 
lenging, constantly-changing economic ac- 
tivity that is important in our society. Most 
adults will enjoy reading these articles, 
since they are “unretouched proofs” of 
marketing activity. 

Undoubtedly, the success of the recent 
collections of readings will attract addi- 
tional editors to compile other readings in 
marketing. There is a recognized need for 
this type of material as a supplement to 
basic texts. On the other hand, the enor- 
mous amount of material which must be 
covered in any first course in marketing is 
increased by the addition of these readings. 
Some teachers are becoming quite critical 
of the growing number of supplementary 
materials which students are being asked 
to buy. It is the opinion of the reviewer 
that the majority of teachers will be quite 
pleased to have Contemporary American 
Marketing available as a supplementary 
reading for the basic course in marketing. 


HARRY A. LIPSON 
University of Alabama 


HUMAN MOTIVATION: 
ITY AND MEANING, 


PROBABIL- 
by Fred T. 


Schreier. (Glencoe, Illinois: The Free 
Press, 1957. Pp. xxi, 256. $5.00.) 


Fred T. Schreier is a writer with a highly 
diversified background. Entering into this 
background is the influence of the verste- 
hende tradition created by Max Weber in 
the social sciences, Husserl’s phenomeno!- 
ogy in philosophy, a training in jurispru- 
dence, Gestalt psychology, an interest in 
motivation theory, a professional back- 
ground in market research, and a deep re- 
spect for statistical analysis. Since Schreier 
insists that the existence of “meaningful 
behavior” must be the basic conviction 
with which human motivation must be ap- 
proached, he naturally rejects radical forms 
of behaviorism and cannot therefore be ex- 
pected to be very enthusiastic about the 
recent interest in subliminal advertising. 

The perceptive reader cannot help but 
notice several of these influences at work 
in the present volume. They make them- 
selves particularly felt in Parts I and II. 
Part I deals with the nature of causation, 
particularly in relation to statistical analy- 
sis, and the extent to which Max Weber's 
conception of “understanding,” which in- 
volves motivation and meaning on the 
human level, can be combined with the 
quantitative and objective approaches of 
statistical theory. 

Part II is concerned with the relation of 
psychological theory and social research to 
the nature of motivation and meaning. For 
this purpose the author examines the bear- 
ing of learning theory, of hypothetical con- 
structs and intervening variables, of Ge- 
stalt psychology, psychoanalysis, Lewin’s 
topological psychology, and various major 
areas of research in the behavioral sciences, 
on the nature of these concepts. In addition, 
he provides a brief but relevant account of 
the light which may be shed on human 
motivation by means of decision and re- 
action models, habits, past experiences, 
traits, sample surveys, causal scales—such 
as that used by the Gluecks in parole work 
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—and various other methodological pro- 
cedures. 

Part III, which is the heart of Schreier’s 
volume, develops the analytical and statis- 
tical techniques for exploring motivation 
and meaning. The treatment is straight- 
forward and uncomplicated. Practically all 
the mathematical and statistical formulae 
and relationships which Schreier uses re- 
quire a familiarity and facility only with 
elementary algebra. The author generally 
presents first an abstract, statistical treat- 
ment of an experimental design, then a 
numerical example of the same, and fol- 
lows this with illustrative material either 
from the behavioral sciences or the field of 
market research. 

Part IV is concerned with the relation of 
attitude research to motivation and mean- 
ing, with the nature of attitude scaling and 
an aceount of the applicability of Lazars- 
feld’s latent structure analysis to attitude 
research. A glossary of technical terms is 
provided by the author at the end of the 
volume. 

The meat of Schreier’s volume is in Part 
III. Of both practical and theoretical in- 
terest to psychologists and to market re- 
searchers is an exposition of methods of 
correlation analysis suited to the analysis 
of joint correlation. Schreier is dissatisfied 
with the assumptions underlying tradi- 
tional correlation analysis, namely, nor- 
mality of the distributions and assumed 
additive and linear relationships. However, 
for the types of problems met in market 
research and motivation theory, we are 
dealing with all-or-none situations. How 
many of our population exhibit character- 
istic A, how many B, how many A’ or B’, 
and how many AB, AB’, A’B or A’B’? Thus, 
for these situations what is required is an 
analysis of dichotomous variables rather 
than graded ones, in which the relation- 
ships among these variables are not gen- 
erally linear. In terms of Mill’s canons, the 
traditional methods of correlation analysis 
assume the method of concomitant varia- 
tion while joint correlation analysis is 
suited to the methods of agreement and of 


difference, particularly in those cases where 
a plurality of causes underlies a given ef- 
fect. The typical, linear correlation model 
is, of course, Y = a + bX, while the typi- 
cal joint correlation model is 


Schreier furnishes many simple and yet 
penetrating methods for the study of joint 
correlation with dichotomized variables. 
Among the concepts employed, the follow- 
ing three will be of interest to the reader 
and researcher: (1) the total net causal dif- 
ference for a factor, a measure which ex- 
presses the increase in the proportion of 
the effect among those exposed to a spe- 
cific condition over those not exposed to 
this condition—in’ case this condition is 
not correlated with another condition 
which also has influence on the effect; (2) 
the gross index of causal strength, which 
represents the proportion of an_ effect 


which has been caused by a factor, A, on 
the basis of the total effect produced; and 
(3), the net index of causal strength, which 


indicates how many in a group acted be- 
cause of a condition, A, which is equivalent 
to saying how many would not have acted 
without the condition, if the intensity of 
side conditions is kept constant. 

Schreier summarizes the procedure for 
all motivational studies in ten steps, and 
their meaning is carefully spelled out. 
These ten steps may be briefly stated as 
follows: (1) define the dependent variable, 
(2) distinguish between the causes of a 
factor and the conditions which maintain 
it, (3) exclude all external factors which do 
not have motivational meaning (physical, 
physiological and ecological); (4) seek in- 
dependent variables or motives primarily 
in the “adjacent field,” (5) for every motiva- 
tional model, take account of a possible 
multiplicity of motives, alternative and 
cumulative, (6) for all motives, as inde- 
pendent variables, define their frequency 
and weight, (7) investigate the clustering of 
motives and their effects, (8) statistical pro- 
cedures must assume joint rather than 
linear structures, (g) determine the net co- 
efhcients for different conditions—that is, a 
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measure of the effects which they alone 
produce—by isolating these conditions in 
situations where there are no intercorrela- 
tions among them, and finally (10) no study 
is complete until we have some measure 
that indicates how much has been left 
unexplained. 

This volume is an important one. It does 
a needed job of exhibiting the statistical 
technigues required for research on motiva- 
tion and attitudes. It represents a happy 
balance between an examination of the 
psychological and methodological necessities 
of the subject, on the one hand, and the 
requisite statistical procedures on the other. 
On the expository side, though not of the 
greatest importance, the choice of symbols 
is somewhat injudicious. The use of A and 
«, B and £, for a fourfold table, instead 
of A and A’, B and B’, makes for somewhat 
more difficult reading. This is also true for 
Schreier’s use of Greek letters subscripted 
with Roman letters instead of Roman let- 
ters subscripted with Arabic numerals, 
wherever possible. With respect to content, 
however, Schreier has performed a service. 
The market research specialist with one 
foot in motivation theory and another in 
the statistical vineyard will find this book 
a valuable reference and expository source 
for the practical methodology required in 
his work, while at the same time it furnishes 
a clear account of the theoretical bases un- 
derlying it. 


HENRY WINTHROP | 
University of Wichita 


INTRODUCTION TO MOTIVATION 
RESEARCH, by J. George Frederick. 
(New York: Business Bourse, 1957. Pp. 
230. $4.75. 

The stated purpose of the book is to 
make “crystal clear not only what motiva- 
tion research is, but also why and where- 
fore its use; what has led up to it; what 
practical value it has demonstrated in use; 
and also what it is not.’ However, the 


reader is impressed from the beginning 
that one of the author’s purposes seems to 
be a defense of motivation research. This 
hardly seems necessary. This rather nega- 
tive approach tends to distract from the 
avowed purpose and makes the impact of 
the book less forceful. 

The book is divided roughly into two 
parts. The first part appears to be a word 
for word transcript of a series of public 
addresses that have been made in defense 
of motivation research. What is acceptable 
wording and phrasing in a public address 
is not always acceptable when reduced to 
writing. The reader is distracted by long, 
involved sentences in which there may be a 
change of tense and pace. The second part 
of the book deals with methods used in 
motivation research, differing points of 
view, and case histories. The reader is also 
greatly distracted by the over-use of quota- 
tions, which make up much of the book. 

One of the first points that the author 
emphasizes is the need for basic research 
both by business and industry. He makes 
his point more forceful by suggesting that 
a definite percentage of the sales promotion- 
advertising budget be devoted to research 
as a matter of policy. The suggestion is that 
just as 2 per cent of the annual sales volume 
is often allocated as the sales promotion- 
advertising budget, so 2 per cent of the 
annual sales promotion-advertising budget 
should be allocated for marketing research 
of all types. 

The author explains that modern-day 
motivational research “is not satisfied with 
pat, conscious answers, but uses almost the 
entire range of known psychological tests 
to reach into the really controlling part of 
the consumer-self untainted by pride, de- 
lusion, fixation, fear, snobbery or what-have- 
you.” Here the distinction is made between 
the conventional experimental-statistical 
approach and the techniques of motivation 
research which use unstructured stimulus 
material and permit the subject a greater 
freedom of response. The emphasis in mo- 
tivation research is “why” rather than “how 
much.” 
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Throughout the book there are numerous 
illustrations showing how motivation re- 
search has helped to increase the sales and 
improve the advertising and marketing of 
various products. These illustrations lend 
practicality to the author’s discussion of the 
values of motivation research. 

The author states that the foundation 
stone of motivation research is an honest, 
earnest search for consumer truth. He adds 
that often this truth is so deep that the con- 
sumer is not aware or conscious of it. In 
quoting another author he lists the “ideal 
objectives” as: 


(1) To isolate and identify the nature of “in- 
terest.” 

(2) To discover and name the psychological 
stimuli presentable through advertising which 
result in the arousal of interest. 

(3) To evaluate these stimuli and provide 
bases for establishing their rank (their relative 
strength, or power to arouse interest). 

(4) As a corollary to (3), to reveal the extent 
and differences of response to positive and neg- 
ative stimuli (those that attract and those that 
repel). 


Chapters 8 through 13 deal with such 
subjects as the depth interview, focused- 
group interviewing, the various types of 
tests used in motivation research, and the 
obtaining of reliable samples. 

In one telling statement concerning the 
depth interview the author explains the 
important role played by the interviewer 
by saying: “Only after the interviewing is 
completed should the interviewer himself 
prepare his own general conclusions. In 
depth interviewing so much of the final 
conclusion depends upon the beliefs and 
judgment of the people who do the inter- 
viewing that we get in effect a double- 
angled report; from both the interviewer 
and interviewee.” His added comments of 
caution regarding the need for reliable and 
well-trained interviewers is good advice. 

The chapter on criticisms of motivation 
research and a rebuttal leaves some doubt 
in the reader’s mind as to where motivation 
research belongs in relation to the conven- 
tional experimental-statistical approach as 


well as its place in the whole area of de- 
cision-making in business. A clear-cut state- 
ment is needed. For example, the author 
states that pre-motivation research may 
make motivation research unnecessary. How- 
ever, he does not clearly explain why or 
how such a decision is made. 

Following the discussion of techniques 
are several chapters which give lengthy il- 
lustrations of motivation research as used 
and practiced by several large firms in the 
United States. 

At the end of the book the author again 
discusses the problem of interpretation. To 
him the “Achilles heel” of motivation re- 
search is in the interpretation placed upon 
the findings. As a safeguard, he suggests 
that because “motivation research is not 
usually buttressed with quantitative sta- 
tistics, the final interpretation of motiva- 
tion research should be by two, or even 
three men: ideally, one a_ well-trained, 
mature research psychologist; another a 
businessman of thoroughly practical but 
not narrow outlook; and still another, a 
publicist or advertising man, well versed 
in public relations, advertising, etc.” 

Although this suggestion may be difficult 
to apply in some cases it seems worthy of 
real consideration. 

DANIEL J. JAMES 
Food and Agriculture Organization 

of the United Nations 

Santiago, Chile 


ADVERTISING TO BUSINESS, by Ro- 


land B. Smith. (Homewood, Illinois: 
Richard D. Irwin, Inc., 1957. Pp. 392. 
$6.00.) 


Advertising to Business was written to 
provide teachers with the basic material 
needed for a course in industrial advertis- 
ing and businessmen with a comprehensive 
and orderly treatment of the prevailing 
practices of the field. In this textbook, Pro- 
fessor Smith’s objectives are to provide the 
reader with a theoretical foundation for 
thinking about advertising to business, a 
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description of the techniques employed and 
principles applied in the building of in- 
dustrial advertisements and in selecting 
media, and an analysis of the broad prob- 
lems of industrial-advertising management. 

Professor Smith seeks to build a theoreti- 
cal foundation in the first five chapters. 
Three chapters (3, 4 and 5) effectively and 
concisely present the author’s view of how 
business goods are marketed, how business- 
men buy and what business advertising 
does. Many readers will not agree with all 
of the views expressed; but most readers 
will find that the synthesis presented does 
build an entirely acceptable framework of 
reference for subsequent discussions of 
copy and media. The first two chapters in 
the .book discuss the need for a business 
press, classifications and functions of busi- 
ness papers, the history of the business 
press, and the various types of business 
media. They do not help the reader to de- 
velop a theoretical foundation and prop- 
erly belong in the media section. 

Copy, art and layout are treated in nine 
chapters, which do an excellent job of de- 
scribing a large number of working gen- 
eralizations utilized by practitioners. These 
chapters cover the reading interests of busi- 
nessmen, the sources of information to be 
checked by the copywriter, types of copy 
objectives, the need for and main elements 
of the copy plan, copy structure and style, 
the advantages and disadvantages of vari- 
ous types of headlines, how to write copy, 
the selection of illustrations, and color and 
layout. Each chapter is well organized, ex- 
tensive in coverage of pertinent topics, and 
adequate in depth. 

Six chapters are devoted to media, each 
chapter essentially describing the charac- 
teristics of a medium and offering sugges- 
tions regarding its use. Business publica- 
tions, direct mail, catalogs, and exhibits 
and trade shows are treated in separate 
chapters; directories, data books, sales aids, 
motion pictures, film strips, slides, con- 
sumer magazines and newspapers are dis- 
cussed in one chapter of 16 pages. This 
section would have been significantly im- 


proved if the author had included a chap- 
ter on how the advertiser could determine 
his media strategy in the light of marketing 
and copy objectives. 

The management of industrial advertis- 
ing receives attention in two chapters, en- 
titled “Managing Business Advertising” 
and “Preparing the Budget.” The first 
chapter notes the reasons for the relatively 
low job status of industrial-advertising 
managers and briefly discusses the impor- 
tance of sound strategy, the need for co- 
ordination of advertising with sales, and 
the “merchandising” of industrial adver- 
tising. The second chapter describes meth- 
ods of establishing budgets and the use of 
a break-even analysis to demonstrate the rel- 
ative profitability of various-sized budgets. 

This section probably would have been 
more useful to the reader if the author had 
approached the subject from the viewpoint 
of top management, since the top manage- 
ments of businesses, not industrial-adver- 
tising managers, typically make the key de- 
cisions regarding industrial advertising. 
The selection then would have considered 
issues such as: the determination of adver- 
tising’s role in the sales promotional pro- 
gram, the selection and use of an advertis- 
ing agency, and the evaluation of the 
effectiveness of advertising. These issues are 
not dealt with in the book. As the result of 
focusing on the job of the manager, the 
author is forced to deal primarily with 
problems of execution rather than the 
problems of management. 

The concluding chapter gives a general 
description of the “major principles and 
procedures” of publicity. Publicity here is 
not considered to be an integral part of the 
whole selling program; hence it is treated 
simply as a subject which requires atten- 
tion. 

This book’s chief strength is its broad cov- 
erage of most of the principal areas of con- 
cern to managers of industrial advertising. 
Professor Smith has not restricted himself 
to the advertising of industrial goods to in- 
dustrial buyers, but has sought to discuss 
all types of advertising which is directed 


|__| 

\ 


BOOK REVIEWS 


461 


to businessmen. Moreover, this coverage is 
accomplished in 378 pages of text, which is 
consistently well organized within chapters 
and consistently concise and interesting in 
style. 

The book's chief weaknesses lie in the 
author’s dependence upon trade papers as 
his principal source of evidence, which 
probably accounts for a tendency to em- 
phasize a how-to approach in many chap- 
ters, and to present many of the working 
generalizations of practitioners as princi- 
ples. Further, nowhere in the book does he 
give the reader a concept of advertising’s 
role in the manufacturer’s marketing com- 
plex. 

Over-all, Professor Smith has filled a gap 
in the marketing literature and has per- 
formed a worthwhile service to teachers of 
advertising and businessmen interested in 
industrial advertising. Teachers will find 
this textbook an adequate basis for a 
course; businessmen will find it an up-to- 
date, reasonably comprehensive source of 
useful ideas and information. 


MARTIN V. MARSHALL 
Harvard Unwwersity 


CASE STUDIES IN FOREIGN OPERA- 
TIONS, International Management As- 
sociation Special Report #1. (New York: 
International Management Association, 
Inc., 1957- Pp. 237. $4.50 paperbound.) 


“Overseas business today offers greater 
opportunities for long-term gains than ever 
before. To use these opportunities success- 
fully, however, American companies must 
be familiar with the entire range of pos- 
sible approaches in order to select the 
form of operation best suited to their indi- 
vidual needs.” (p. 2) This preamble to Case 
Studies in Foreign Operations well states 
the objectives of this brief book published 
by the International Management Associa- 
tion. Five case studies of firms which have 
had records of successful foreign operations 
over a number of years are presented. 
These include the IBM World Trade Cor- 


poration, Minneapolis-Honeywell Regulator 
Company, United Shoe Machinery Corpora- 
tion, Norton Behr-Manning Overseas Inc., 
and Westinghouse Electric International 
Company. In addition, the book contains 
an appendix on foreign licensing and a 
supplement on the philosophy and _ princi- 
ples of the newly created (1956) Interna- 
tional Finance Corporation. 

As the foreword to the book points out, 
“the volume of U.S. investment abroad is 
increasing rapidly, year by year. At the 
same time, the character of this investment 
is also changing rapidly, as more and more 
companies add manufacturing and distri- 
bution operations to—or substitute them 
for—export operations in various coun- 
tries.” Yet, although “. .. an increasing 
number of companies are dealing with 
these and innumerable other problems of 
overseas operations with increasing man- 
agement competence . . .” (p. 7) the litera- 


ture on the subject is extremely meager. 
To the knowledge of the reviewer, the 
only other studies are those prepared by 


Harvard University in the form of a series 
of special problem cases in foreign trade 
management—some of which cannot be 
identified with actual firms and sometimes 
seem unrealistic—and a brief book, Man- 
agement of Foreign Manufacturing Sub- 
sidiaries, by E. R. Barlow (Boston: Har- 
vard Business School, Division of Research, 
1953. Pp. xi, 223), which examines only 
business enterprises operating in Mexico. 
Hence, this publication is especially wel- 
come since it relates the actual experiences 
of five different companies and presents 
the over-all picture of these companies’ op- 
erations rather than special problems of 
operations or geographic area. 

The material included was originally 
presented at a special conference on foreign 
operations held in New York City in Janu- 
ary, 1957. Each case is a first hand account, 
written by top executives of the respective 
companies, of the philosophies, policies 
and methods of each company in relation 
to its operations overseas. Being written in 
the first person, the cases provide a better 
insight into these aspects of the companies 
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than would have been possible had the 
material been collected and written by an 
outside researcher. 

Although there is a minor weakness in 
that the companies are producing and sell- 
ing primarily industrial goods, this is offset 
by the fact that each company markets a 
wide range of products, and the methods 
adopted by each are quite different from 
the others. 

Each case study is divided into three to 
six parts. Part I of each case, prepared by 
the senior executive in the international 
organization, discusses the history and 
philosophy of the company in its interna- 
tional activities. Part II of three cases con- 
tains a discussion of marketing policies and 
methods. The remaining parts analyze 
special problems of each company in rela- 
tion to its particular type of product or 
method of engaging in business. 

Although this volume is small, it is packed 
with an enormous amount of useful infor- 
mation. Not only does nearly every case con- 
tain examples of specific problems and how 
they were solved but also it shows how 
profitable operations can be carried on in 
countries with highly restrictive national- 
istic policies. The almost universal experi- 
ence of all firms in different phases of for- 
eign operations management, such as using 
foreign nationals as far as possible at all 
levels of management yet providing con- 
tinuous training in the American parent 
company, should provide important mate- 
rial for policy considerations by other com- 
panies. And the numerous functional and 
organizational charts can provide new ideas 
for improved efficiency not only for estab- 
lished foreign traders but also for compa- 
nies considering future foreign operations. 

The principal criticism of the book is 
that it presents only cases of quite large, 
successful companies. Most large compa- 
nies have the administrative experience 
and know-how to solve their problems. It 
would have been well to include one or 
two cases of small or medium-sized compa- 


nies, since those which need assistance and ° 


guidance most are smaller companies. How- 


ever, with some intelligence and ingenuity 
even small companies can benefit, for the 
information furnished can be made univer- 
sally applicable, with some necessary modi- 
fications. 

In the opinion of the reviewer, though 
the book is small and contains only five 
case studies, it can prove extremely useful 
to at least three different groups. The many 
ideas presented can serve as a stimulus to 
business enterprises considering foreign op- 
erations or desiring to improve overseas 
management efficiency. It furnishes valu- 
able practical material for teaching for- 
eign-operations management. In fact, the 
reviewer wishes that this book had been 
published several years ago so that he 
could have used it sooner in a graduate 
seminar on the subject. Finally, it can 
provide foreign businessmen, as well as 
others, with knowledge concerning the 
philosophy of American business enter- 
prises operating in their countries. 

The International Management Associa- 
tion is to be congratulated on publishing 
this volume, and the companies and person- 
nel concerned are to be commended for 
their cooperation in furnishing and pre- 
paring the case material. 


LAURENCE P. DOWD 
University of Michigan 


CONSUMER ECONOMIC PROBLEMS, 
by E. Bryant Phillips. (New York: Henry 
Holt and Company, 1957. Pp. 486. $4.75.) 


In his preface, Professor Phillips recog- 
nizes the three groups of students generally 
found in Consumer Economics or Con- 
sumer Problems courses. One of these, com- 
ing from Home Economics, seeks content 
that can be applied to real life problems of 
consumers. Another, from Education and 
Business Education, is looking for materials 
they can adapt to their secondary school 
and, to a more limited extent, their ele- 
mentary school assignments. The third, 
composed of Economics majors, wants prac- 
tical applications for the background 
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materials and theories they have already ac- 
quired. It is Professor Phillips’ expressed 
hope that “this textbook may present a syn- 
thesis of materials which will bridge the 
gap between the three distinctive groups 
referred to above.” 

Therefore, we have in this work another 
attempt at a marriage between economic 
theory and practical application. In any 
such endeavor both camps are likely to be 
unhappy. One is vexed over too little eco- 
nomic analysis; the other longs for more on 
how to buy specific goods and services. Com- 
plete compatibility is not only difficult, it is 
probably impossible. Dr. Phillips has 
achieved it as successfully as anyone and 
better than some. 

Part One of the book involves a “descrip- 
tion of the consumers themselves and the 
nature and intensity of their wants. . . .” 
Eight chapters in Part Two are devoted to 
a discussion of the consumer in the market 
place including pricing theory, various as- 
pects of non-price competition, the market 
for personal services, consumer credit, use 
of consumer aids and price controls. Part 
Three, with eight chapters, takes up con- 
sumer problems that lie within the orbit of 
action in the political economy, such as the 
consumer's stake in security, the farm prob- 
lem, international trade, housing, medical 
care, and conservation of resources. 

For the most part, the author steers a 
moderate impartial course in his handling 
of most issues. He treats the consumer not 
as one who is completely rational nor as one 
who is completely incompetent, but as a hu- 
man being. This is to be commended in a 
field where biased points of view are usually 
more prevalent than objectivity. The ex- 
ception might be his enthusiasm for con- 
sumer needs in the area of future security. 
“. .. the primary defect of most budgets 
is to be found in their failure to provide 
adequately for durable goods expenditures, 
personal security including insurance, and 
savings for investment.” (p. 44) A very 
pointed plea is made for greater savings by 
the consumer with the resulting “satisfac- 
tion associated with a substantial savings 
account.” (p. 51) 


Chapter Three, “Pricing Concepts and 
Policies,” while probably over-simplified for 
the economist is also impractical for the 
business and home economics teacher. Since 
the consumer has little control over pricing 
and since the entire concept is difficult to 
comprehend, it would seem that consumer 
interests might have been served better 
through another topic or an enlargement 
of topics already included. The desirability 
of a chapter on “Controlled Prices in War- 
time” might also be questioned even in a 
field as broad and inclusive as consumer 
economics. A book for consumers might 
well emphasize the price system less and the 
marketing system more. Resale price main- 
tenance is dismissed with one brief para- 
graph on page 102. 

Most impressive are the chapters on Per- 
sonal Services, Credit, Personal and Social 
Security, and International Trade. These 
topics are dealt with in a stimulating fash- 
ion. It was particularly refreshing to find an 
author willing to discuss the significant 
area of personal services which account for 
one-third of consumer expenditures. 

As yet, there is no generally accepted 
body of subject matter in the consumer 
economics field, so each author must estab- 
lish his own pattern. Dr. Phillips chose to 
include chapters on international trade, 
conservation of resources, personal services, 
the farm problem, and comparative eco- 
nomic systems, which have not usually been 
included in other books on the subject. The 
greatest single omission perhaps is in the 
area of specific buying problems. However, 
anyone teaching a consumer course could, 
by using additional references, adapt this 
text to almost any standard course in con- 
sumer economics or consumer problems. 

Except for minor differences with respect 
to topics included and excluded, this book 
has been successful in attaining a middle 
road between the two extremes of a heavy, 
laborious treatment and a light, popular- 
ized one. The material is well documented 
and gives evidence of considerable research 
and familiarity with the subject on the part 


of the author. RAY G. PRICE 
University of Minnesota 
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THE ECONOMICS OF THE FUR IN- 
DUSTRY, by Victor R. Fuchs. (New 
York: Columbia University Press, 1957. 
Pp. 168. $5.00.) 

This book is concerned with the develop- 
ment and economics of raw fur production, 
marketing, and the manufacturing processes 
that convert the raw skins into fur pelts and 
garments. In time, the study covers the pe- 
riod after 1918 with major emphasis on the 
years following the Second World War. By 
describing and analyzing this relatively un- 
known and interesting industry, the work 
fills a void in business literature. 

In his preface and in his introduction, 
the author indicates the two basic problems 
which have been selected for exploration 
and study. First, there is the short run in- 
stability, that is, very marked fluctuations 
in prices, production, sales, and expecta- 
tions which are characteristic of the fur 
industry. Second, there is the long-run stag- 
nation and decline of the industry that 
manifests itself through the failure of the 
industry to grow apace with the rest of the 
economy. 

Fuchs, in his discussion of these two prob- 
lems, finds it necessary to describe, first, 
each branch of the industry in order to gain 
a workable understanding of the difficulties 
involved. Thus, the first half of the book is 
devoted to the production of raw fur pelt, 
its marketing, and the study of the manufac- 
turing and retailing branches of the indus- 


try. 
The second half attempts to analyze the 
problems and tries to draw from the find- 
ings some useful generalizations that might 
apply to segments of the economy other 
than the fur industry. Recommendations 
and twenty-eight pages of appendices com- 
plete the study. 

Standard library material, government 
and trade publications, were used profusely 
in this study, but a most important and 
original source of information comes from 
intensive personal interviews conducted by 
the author. The author is eminently well 
qualified professionally as well as academi- 


cally to conduct interviews in this particu- 
lar field. This, unfortunately, is not always 
the case, and many of the so-called empiri- 
cal studies suffer from lack of this combina- 
tion oi qualifications. This writer appears 
thoroughly at home in the fur industry and 
evidently knows personally the right men 
and the jargon so necessary to ask and eval- 
uate the pertinent operational and _ policy 
questions. 

Perhaps the most interesting and _pro- 
vocative generalization derived is the au- 
thor’s suggestion that satisfaction with the 
status quo of the present structure of an 
industry in the United States “is manifestly 
unfair to those industries which are still 
operating under conditions of atomistic 
competition.” That this complacency “may 
be socially unwise” is all too true. The al- 
ternatives suggested, that is “rigorous price 
competition among all industries” or ‘‘as- 
sistance to atomistic industries with a view 
toward more effective inter-industry compe- 
tition” seem more academic than feasible. 

Without question, the readers of this 
book will be divided into two groups, the 
author’s friends and associates in the fur 
industry, and the theoretical economists 
and marketing analysts in universities and 
trade associations. Both can profit from this 
study. It is a well written, fully documented, 
ably directed study of the main problems 
of a trade described as being ‘‘almost com- 
pletely irrational from the trap to the show 
window. It is a business of little candor, less 
security, and no statistics. It is the play- 
ground of speculators and individualists. 
...” “It shows little evidence of change or 
progress. It is ridden with internal disputes, 
complacent in good years, despairing in bad 
ones and ill-equipped to meet the competi- 
tion of other industries for the consumer's 
favor.” It is the reviewer's opinion that, by 
analyzing the industry’s apparent difficulties 
and contradictions, Fuchs has made an im- 
portant initial contribution to marketing 
and economic literature. 

CHARLES W. MILLER 
Marquette University 
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MODERN MARKET RESEARCH: A 
GUIDE FOR’ BUSINESS EXECU- 
TIVES, by Max K. Adler. (New York: 
Philosophical Library Inc., 1957. Pp. 158. 
$4.75. 

The purpose of this book is to explain 
“market research to the ever increasing 
number of businessmen who have made use 
of it or consider using it in the future. . . 
in a small space using non-technical lan- 
guage.” 

The author succeeds fairly well in his 
stated purpose. The book is small in size 
and can be read rapidly. The language is 
relatively non-technical, and the explana- 
tion of marketing research is often in the 
terms used in introductory college courses 
in this field. 

Probably, the businessmen for whom it 
was written are much less interested in 
“how to do it” than they are in what market 
research can do for them and perhaps how 
to buy it intelligently. These crucial points 
are barely mentioned and certainly are not 
elaborated upon as they should be in a book 
with this purpose. 

Chapter I, entitled “What is Market Re- 
search?”, is short and easy to read. However, 
the author avoids the somewhat difficult 
task of defining market research in specific 
terms, and the reader is presumably sup- 
posed to know what market research is after 
he finishes reading the chapter. 

Chapter II discusses the subject of inter- 
nal research, such as sales analysis, sales 
forecasting, etc. It is well that the author 
points out early in the book the value of 
examining internal data. Many authors on 
the subject of market research discuss only 
surveys which involve field interviewing. 
This chapter should have been followed by 
Chapter V, which discusses uses and sources 
of published information. Then the ad- 
vantages of examining available data, both 
internal and published, could have been 
pointed out before deciding whether a field 
survey should be made. 

Chapters III and IV discuss product re- 
search, sales research, consumer research 
and advertising research. These are in ac- 
cord with the stated purpose of the book, 


and are fairly well discussed. Chapters VI, 
VII, and VIII discuss sampling in some 
detail. These probably could have been con- 
densed into one chapter, since the intended 
reader is the businessman rather than the 
student-practitioner. 

Chapter IX is one of the best in the book. 
It discusses the major types of surveys: mail, 
telephone, personal interview, etc., in clear 
and easy-to-understand language. 

Chapter X contains a somewhat confused 
discussion of motivation research. Appar- 
ently the author believes that MR and good 
sampling procedures are basically incom- 
patible. Of course, this is not the case. Sev- 
eral pages at the end of the chapter are 
devoted to pointing out objections to MR, 
and these are fairly well written. 

Chapters XI through XV deal with ques- 
tionnaire design, interviewers and _ inter- 
viewing, processing data, and the survey 
report. The flavor of these chapters is very 
much “how to do it,” and the subjects are 
discussed in detail far greater than the 
businessman probably would want. These 
chapters certainly could have been con- 
densed. 

Chapter XVI is one of the most impor- 
tant in the book. In it the author discusses 
the types of marketing research organiza- 
tions—their charges, and how to select them. 

The last chapter contains a general dis- 
cussion of marketing research in our econ- 
omy and points out the value of the disci- 
pline. 

In summary, the book is a cross between 
a guide to businessmen who want to under- 
stand how they can use marketing research 
and an introduction to the subject for col- 
lege students. ‘Thus, it does not quite achieve 
its stated purpose, but does come fairly close 
to doing so. 

There is an interesting and piquant fla- 
vor to this book because it was written and — 
published in England. The spelling and 
syntax are somewhat different from ours 
and become rather enjoyable. 

Another interesting facet is the constant 
comparisons which are made between the 
degree of advancement which marketing 
research has achieved in the United States, 
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England, and other countries in ‘the world. 

It calls to mind again that marketing re- 

search is actually universal, and not con- 

fined to the United States alone. 
BERTRAM W. RUSSICK 

Mid-Continent Surveys 

Minneapolis 


DIGITAL COMPUTER PROGRAM- 
MING, by D. D. McCracken. (New York: 
John Wiley & Sons, 1957. Pp. 235. $7.75.) 


INSTALLING ELECTRONIC DATA 
PROCESSING SYSTEMS, by Richard 
G. Canning. (New York: John Wiley & 
Sons, Inc., 1957. Pp. x, 193. $6.00.) 

Can I get faster or better answers to 
marketing problems by using my com- 
pany’s electronic digital computer (or one 
in a service bureau)? What kind of a mar- 
keting problem can best be put on such a 
machine? How must the data be prepared 
for this purpose? If based on field work, 
how should this work be modified to fit 
the new machines? If the problem is one 
of sales analysis, how should this be co- 
ordinated with the work of other depart- 
ments of the company? How can I learn to 
talk understandingly with the machine ex- 
perts about my problems and theirs? Many 
A.M.A. members may be currently asking 
questions such as these. 

There is really only one direct way to 
understand what these machines will do, 
how to use them effectively, and how to 
talk the language of those who use them. 
This is to start learning “programming” 
for the machines as though you were in- 
tending to become a programmer yourself. 
This is not difficult or unduly time con- 
suming, provided you do not actually try 
to become a_ professional programmer. 
When one learns the first principles of pro- 
gramming for these machines, one may not 
have fully spelled out answers to the above 
questions but he will find that most of the 
mystery about the machines and how they 
operate will have disappeared. 

The most practical approach may be to 


spend a few evenings with the McCracken 
book. It is short, clear, and easy to follow, 
if you do not try to rush through it. You 
will want to pay particular attention to the 
first two introductory chapters. Chapters 5 
through g and Chapter 11 will provide the 
cornerstone of your new knowledge. These 
cover: addresses, loops, flow charting, index 
registers, sub-routines, and input-output 
methods. Get hold of the system of nota- 
tion and follow through some of the ex- 
amples. 

Next, review what you have learned, so 
far, by studying the numerical operations 
codes on page 218 and their explanations 
in Appendix 1, Summary of Tydac Instruc- 
tions. This is important because it is 
largely in this form that you may retain 
and use much of what you have learned. 
Appendix 2, Principles of Access Program- 
ming, and Appendix 3, Externally Pro- 
grammed Computers, are worth skimming 
for your purposes. They total 10 pages. 
Also skim Chapter 12, Magnetic Tape Pro- 
gramming, and Chapter 18, Automatic 
Coding. You may wish to conserve your 
time, particularly on a first reading, by 
skipping some of the more technical chap- 
ters, notably Chapters 3, 4, 10, and 13 
through 17. 

This book gives you a broad, balanced 
picture, not specialized with respect to any 
one company or machine. It is written in 
terms of a hypothetical ““Tydac” machine 
which is really a composite of some of the 
leading makes. 

An alternative “lazy” way to learn some- 
thing about programming, if you have the 
time, is to attend at least one of the one- 
or two-week schools which the manufac- 
turers of the machines conduct. Each large 
manufacturer has separate schools for each 
major type of machine he sells. The same 
school varies greatly as to length and con- 
tent each time it is given, depending largely 
on the audience. Try to get into one for 
executives rather than for programmers, as 
such, 

These schools are free to those who are 
accepted. They are given at the regional 
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and head offices of the manufacturers and 
on the premises of companies with new in- 
stallations. The single-day- schools are good 
introductions to the longer schools but by 
themselves are too short for our purposes. 
Since these are quite understandably a 
form of low-pressure selling and also are 
built around single machines, attending 
more than one such school should consider- 
ably broaden your understanding. 

There is a third alternative. If you can- 
not spare the time to attend, you will want 
to know that most of what is said in the 
schools is included with additional infor- 
mation, pictures, and diagrams in the 
printed text material used in the schools." 
This material is clear, non-technical, and 
rather easy to follow. It is too expensive to 
be handed out like brochures, but it is free 
to those who can demonstrate acceptable 
reasons for studying it. 

My own suggestion is that you first read 
the McCracken book carefully. Then read 
through some of the text material for com- 
pany courses, particularly noting the pic- 


tures and diagrams and the material spe- 
cific to particular machines. Then, if you 
have time, you will get more out of one 
or more of the daytime courses. Sometime 
after reading the McCracken book I would 
suggest that you read the Canning book. 


*THE UNIVAC IL DATA AUTOMATION 
SYSTEM. Remington Rand Univac Division of 
Sperry Rand Corporation, 315 4th Avenue, New 
York City 10, 1957. Pp. 196. 

650 MAGNETIC DRUM DATA-PROCESSING 
MACHINE MANUAL OF OPERATION. Interna- 
tional Business Machines, 590 Madison Avenue, 
New York. Pp. 111. 

IBM MANUAL OF INSTRUCTION, 
TRONICS. International Business 
Madison Avenue, New York. Pp. 98. 

DATARON ELECTRONIC DATA PROCESS- 
ING SYSTEMS HANDBOOK, CENTRAL COM- 
PUTER, BULLETIN g021. Electrodata Division of 
Burroughs Corporation, 460 Sierra Madre Villa, 
Pasadena, California. Pp. go. 

ELECTRODATA 101 HANDBOOK, ADVANCED 
PROGRAMMING BULLETIN, E 175. Electrodata 
Division of Burroughs Corporation, 460 Sierra 
Madre Villa, Pasadena, California. Pp. 37. 


ELEC- 
Machines, 590 


The Canning book has quite different 
objectives. It too is short, non-technical, 
and easy to read. Since there is no skill to 
be learned from it, even in rudiments, it 
probably can be read faster than anything 
reviewed above. For A.M.A. members it 
should have two values. First, it shows how 
these machines serve other departments of 
the business, how they fit in organization- 
ally and procedurally. Second, it gives some 
good clues as to what sort of “memory” 
material will be available in the machine, 
from other departments of the company, 
for sales analysis purposes. In fact, after 
reading the book, we may want to get into 
the picture early to make sure that what 
serves the other departments of the com- 
pany will be put into a form which will 
also enable us to do our job faster, easier, 
more economically, and better. 

The Canning book discusses the steps, 
decisions, factors to be considered, costs, 
and the timetable involved in installing an 
electronic data processing operation in a 
hypothetical company (actually a compos- 
ite of a number of real companies). It cov- 
ers the critical second through fourth years 
only. 

Chapter 4 (The Systems Plans) is perhaps 
the key chapter for our purposes. Chapters 
5 and 6 deal with General Programming 
and Programming the Computer Runs, but 
from a general management point of view. 
The remaining chapters provide useful 
background information. 

The first year, during which a choice 
between machines was made, is covered in 
another book by the same author and is 
probably of less interest to A.M.A. mem- 
bers.” 

KENNETH A. GRUBB 
Trundle Consultants Inc. 
Cleveland 


*ELECTRONIC DATA PROCESSING FOR 
BUSINESS AND INDUSTRY, by Richard G. Can- 
ning. (New York: John Wiley & Sons, Inc., 1956. 
Pp. 322.) 
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BRIEFLY NOTED 
OPERATING RESULTS OF DEPARTMENT 
AND SPECIALTY STORES IN 1956, by 
Malcolm P. McNair. (Boston: Harvard Uni- 
versity Graduate School of Business Admin- 
istration, 1957. Pp. 73. $5.00.) 


OPERATING RESULTS OF VARIETY 
CHAINS IN 1956, by Walter J. Salmon. 
(Boston: Division of Research, Graduate 
School of Business Administration, Harvard 
University, 1957. Pp. 40. $2.00.) 


OPERATING RESULTS OF FOOD CHAINS 
IN 1956, by Wilbur B. England. (Boston: Di- 
vision of Research, Graduate School of Busi- 
ness Administration, Harvard University, 
1957- Pp. 36. $2.00.) 

Now in its 37th year, the annual survey of de- 
partment stores and departmentized specialty 
stores follows the plan established over the 
years. Since this is the second report to use the 
new expense classifications of the Standard Ex- 
pense Center Accounting Manual, comparisons 
may be made with the 1955 report. 

The food-chain report is the second in this 
series. The 1956 sample included fifty-five food 
chains which accounted for about 42 per cent 
of grocery chain sales. Margins, expenses, and 
profits are given for 1955 and 1956. A func- 
tional expense analysis is also given for the 
two years. The last section deals with certain 
types of supplementary data including the 
product mix, type of store (service vs. self-serv- 
ice), number of warehouses operated, and use 
of trading stamps. 

The variety chain report follows the outline 
used in previous years and covers forty-five 
chains which do about 75 per cent of the va- 
riety store business. 


AMERICAN COMMODITY FLOW, by Ed- 
ward L. Ullman. (Seattle: University of 
Washington Press, 1957. Pp. xxii, 215. $4.00.) 


Rail and water traffic flows in domestic and 
foreign trade, as shown in 164 maps, constitute 
the major part of this book. The L.C.C. Carload 
Waybill Statistics have been used to prepare 
origin and destination maps for six commodity 
groups and for twenty selected states. A final 
chapter is devoted to ocean freight traffic. An 
excellent list of references is also included. 


THE HIDDEN PERSUADERS, by Vance 
Packard. (New York: David McKay Company, 
Inc., 1957. Pp. 275. $4.00.) 

Vance Packard has used a journalistic ap- 
proach to present the workings and applications 
of motivation research. In a style reminiscent 
of the writings of Chase, Kallet, and Schlink a 
generation ago, the author attempts an explora- 
tion of “a strange and rather exotic new area of 
American life ... the way many of us are 
being influenced and manipulated—far move 
than we realize—in the patterns of our everyday 
lives... . Typically these efforts take place 
beneath our level of awareness; so that the ap- 
peals which move us are often, in a sense, 
hidden.” 

Under such chapter titles as “‘Self-Images for 
Everybody,” “Back to the Breast and Beyond,” 
“Selling Symbols to Upward Strivers,” “Cures 
for Our Hidden Aversions,” and “The Psycho- 
Seduction of Children,” the author presents a 
vivid series of illustrations drawn primarily from 
the work of Dichter, Gardner, Vicary, Cheskin, 
Martineau, et als. The professional researcher 
will find little that is new here, but the layman 
hasn't had such a field day since 100,000,000 
Guinea Pigs. 


THE BIG NAME, by William M. Freeman. 
(New York: Printers’ Ink Books. Pp. 230. 
$3.75.) 

The advertising testimonial is the subject of 
this book. The author outlines the procedure 
necessary for the successful use of testimonials 
and gives many detailed examples of good testi- 
monials as well as some which are bad. Illustra- 
tions are drawn both from recent campaigns 
and from those which have appeared over the 
years. 


THE TRAVEL MARKET, 1955, by John B. 
Lansing and Ernest Lilienstein. (Ann Arbor: 
Survey Research Center, University of Mich- 
igan, 1957- Pp. 180. $5.00.) 


Under the sponsorship of the Port of New 
York Authority and the New York Central Rail- 
road, the Survey Research Center undertook this 
first comprehensive, nationwide study of the 
travel market. Four thousand interviews were 
made in 1955 in the twelve largest cities and in 
fifty-four counties chosen to represent the entire 
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country. The survey dealt with three topics: (1) 
Who travels and why? (2) Who does not travel 
and why? (3) Why do travelers use one mode of 
transportation rather than another? 

The survey results showed that 19 per cent 
of all trips (a “trip” is defined as a round trip to 
a point over 100 miles away) were for business 
purposes. About 64 per cent were for vacation 
and pleasure travel, and the balance were in 
connection with personal affairs. The extremes 
of travel frequency were shown by the 7 per 
cent of adults who had never been 100 miles 
away from home versus the 0.2 per cent of adults 
who take 100 or more long trips a year. 


STUDIES IN ENTERPRISE, compiled by 
Lorna M. Daniells. (Boston: Baker Library, 
Harvard University Graduate School of Busi- 
ness Administration, 1957. Pp. 169. $4.50.) 


The Baker Library has published this selected 
bibliography of American and Canadian com- 
pany histories and biographies of businessmen. 
Nearly 1,900 publications, classified by type of 
business, are listed. In the appendices are found 
other business bibliographies, a list of New- 
comen Society publications, a list of collective 
histories, and references dealing with business 
history research and writing. 


THE WESTERN EUROPEAN MARKETS, by 
The J. Walter Thompson Company. (New 
York: McGraw-Hill Book Company, Inc., 
1957- Pp. 287. $18.00.) 


Following the pattern set in an earlier volume 
in this series, The Latin American Markets, this 
publication presents basic market data for 21 
Western European markets. And like its pred- 
ecessor the book is a well organized, practical 
source of basic economic material needed to 
evaluate foreign markets. It belongs on the shelf 
of both the exporter and the market research 
organization engaged in foreign market analysis. 


EXPERIMENTAL DESIGNS (Second Edition), 
by William G. Cochran and Gertrude M. 
Cox. (New York: John Wiley & Sons, Inc., 
1957- Pp. 611. $10.25.) 

Like the first edition of this book, the present 
volume is a handbook which describes in some 
detail the most useful of the experimental de- 
signs and indicates where each would be most 
useful. New chapters have been added dealing 
with factorial experiments. Additional material 
has also been provided for incomplete block 
designs including an index of the designs now 
available. 


EXPORT/IMPORT TRAFFIC MANAGE- 
MENT AND FORWARDING, by Alfred 
Murr. (Cambridge, Maryland: Cornell Mari- 
time Press, 1957. Pp. xi, 460. $7.75. 


This unique handbook presents a detailed 
and comprehensive treatment of the subject of 
ocean freight forwarding and trafic manage- 
ment. Air shipping is also discussed in one 
chapter. Major sections are devoted to ocean 
shipping, marine insurance, financing ship- 
ments, customs brokerage, and the foreign 
freight forwarder organization. A very useful 
feature of the book is the seriés of seventeen 
appendices which cover such matters as govern- 
ment regulations and laws affecting foreign 
shipments, foreign consular regulations, foreign 
trade terms, foreign monetary units, conversion 
tables, and an English-Spanish vocabulary. 


RECRUITING AND HIRING SALESMEN, 
Report #4, by The Research Workshop of 
The Sales Executives Club of New York, Inc. 
(Pleasantville, New York: Printers’ Ink 
Books, 1957. Pp. 82. $15.00.) 


This study is the fourth in a series dealing 
with “Current Policies and Practices in Sales 
Management and Marketing Techniques.” It 
is based on questionnaire returns from 113 
firms, and the 57 tabulations cover the hiring 
methods used by these firms in considerable de- 
tail. 


MARKETING RESEARCH 


While it is our business to provide 
tabulating facilities that utilize all the 
latest equipment for speed, accuracy 
and economy, we believe that our 
responsibility to research directors 
does not start with these electro- 
mechanical services. 

Long experience in working with 
publishers, agencies and research de- 
partments has demonstrated to us 
that the quality of the finished reports 
depends in large measure on the 
thinking and planning that go into 
the project from its inception. 

That’s why sTATISTICAL makes pro- 
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TABULATING CORPORATION 


Established 1933 - Michael R. Notaro, President 


TABULATING + CALCULATING + TYPING 
TEMPORARY OFFICE PERSONNEL 


fessional help available to you, right 
from the start. In resolving your 
ideas. In translating sound thinking 
into all-inclusive questionnaires. And 
then backing up this all-important 
preliminary assistance with respon- 
sible help in the mechanical and 
analytical phases of your project. 

Just a few minutes with one of our 
research specialists will show you 
what this complete service can mean 
to you in producing the quality 
analyses and interpretations required 
in today’s competitive markets. 
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NEW SECOND EDITION! NEW SECOND EDITION! 


MONEY, MEN AND MACHINES 


By Waddill Catchings and Charles F. Roos 


The internationally known authors of the new second edition 
of MONEY, MEN AND MACHINES take a firm stand against 
the erratic course of the Federal Reserve Board. 


QUESTIONS FEDERAL 
MONETARY POLICIES 


CRITICISM The authors’ criticism is heavily documented and they advo- 
DOCUMENTED cate a sound monetary policy to provide for a stabilized, 
growing economy. 


The book discusses the serious problem whether Congress 
a ar Mae INTEND had really intended to bestow upon the FRB the economic 
powers which it now has. 


In this new edition, three importan 
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Vital economic issues of this epoch and of years to come are 
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.. Harvard Business School 


NATIONAL CONF ERENCE 
AMERICAN MARKETING 
ASSOCIATION 


June 24-26, 1958 
Harvard University 
Cambridge, Mass. 


host to 


“HOW TO MARKET SUCCESSFULLY 
—AT HOME AND ABROAD” 


featured speakers, stimulating sessions on the 


general and the specific in the world of mar- 
keting . . . including: 


(ABROAD FOR U. S. GOODS 
OPPORTUNITIES ity THE U. S. FOR FOREIGN GOODS 


CREATIVITY—THE ELUSIVE ELEMENT 
IN SCIENTIFIC MARKETING 


HOW TO RETAIL SUCCESSFULLY 
AT HOME AND ABROAD 


ROUND TABLE DISCUSSION ON THE BASICS 
OF INTERNATIONAL TRADE 

BY HARVARD BUSINESS SCHOOL STAFF, 
AND QUESTION-ANSWER SESSION 
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ee Plan to make the world your market! a 
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NEW MARKETING BOOKS 


MATERIALS HANDLING 
EQUIPMENT 


By D. Oliphant Haynes, Industrial 
Engineering Consultant. 636 pp., 
$14.00. Shows how a modern firm’s 
Marketing Division can reduce the 
costs of handling materials. Cov- 
ers such topics as unit leads, bulk 
materials, the use of automation 
and electronics, transference, and 
dozens of others equally valuable 
to the decision-making process. 
Over 2,200 special drawings graph- 
ically show the basic principles of 
all types of equipment. Charts 
help students to compare different 
methods of handling. This excel- 
lent text will aid classes in for- 
mulating and in analyzing ju- 
dicious alternatives. 


HOW TO GET INDUSTRIAL 
AND BUSINESS PUBLICITY 


By Charles St. Thomas, Marketing 
Services, General Electric Com- 
pany. pp., $4.00. Places the 
functions and practices of public- 
ity in their proper marketing per- 
spective ...as an adjunct to 
sales and public relations efforts. 
Gives students firm grasp of pub- 
licity’s value to the enterprise 
and to the individual business- 
man; also working knowledge of 
the preparation and presentation 
of material as it is wanted by ed- 
itors in press, radio and TV. De- 
void of the frills usually associ- 
ated with titles treating this sub- 
ject, and having the thoughtful 
approach and step-by-step presen- 
tation of the finest textbooks, 
HOW TO GET INDUSTRIAL 
AND BUSINESS PUBLICITY 
guarantees lively, worthwhile 
class meetings in any ‘“‘sales 
minded” marketing course. 


TRAFFIC DEPARTMENT 
ORGANIZATION 


By Dr. John H. Frederick, Uni- 
versity of Maryland. 142 pp., $4.80. 

ows how the traffic department's 
actions are felt throughout the en- 
tire industrial complex. Describes 
how traffic problems are handled 
and how traffic costs may be re- 
duced when effective management 
tools are applied. A valuable col- 


CHILTON CO. _ Bock Division 


lateral reading, TRAFFIC DE- 
PARTMENT ORGANIZATION 
not only outlines in detail the 
role of the traffic manager and 
the function of his department .. . 
but relates them to other company 
offices and to the entire ga 
tion. Central traffic control, unifi- 
cation of scattered activities, 
assigning responsibilities, and 
transportation forms are covered. 


AN APPROACH TO THE 
THEORY OF INCOME 
DISTRIBUTION 


By Dr. Sidney Weintraub, Uni- 
versity of Pennsylvania. 256 PP., 
$5.20. A top-flight educator and 
economist synthesizes the theory 
of income determination and dis- 
tribution. Dr. Weintraub deals 
with his subject in the light of 
contemporary economic philoso- 
pliies and modern knowledge. The 
most advanced economic theory 
finds lucid expression in this new 
book which is intended for courses 
at the college graduate level. In 
whole or in part, every chapter 
presents thoughts and ideas that 
are new and unusual, Viewed in 
its entirety, Dr. Weintraub’s book 
accomplishes a significant analytic 
pattern by applying old and new 
constructions to highly select eco- 
nomic concepts. Throughout, the 
volume exhibits the patience and 
rigor of the true scholar. 


USING PUBLIC 
WAREHOUSES 


By Dr. John H. Frederick, Uni- 
versity of Maryland. 149 pp., $4.00. 
Presents, for the first time, a 
treatment of the importance... 
and functions . . . of the ware- 
housing industry in its role as a 
dink in distribution. Written from 
the viewpoint of the user, it deals 
with the values created by ware- 
housing, types of warehouses and 
their use, warehousing as a means 
of reducing costs, financing 
through field warehouses, loca- 
tions, spot checks and _ consign- 
ments. An excellent choice a4 an 
adjunct to both introductory ‘and 
advanced courses in marketing, 
transportation and traffic manage- 
ment. 


56th and Chestnut Sts., Phila., Pa. 
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PUBLICATIONS 


Complete revisions of two successful books 
on marketing and public relations 
and a new detailed guide to all phases of direct selling . . . 


ELEMENTS 
OF MARKETING 
6th Edition 


by PAUL D. CONVERSE, HARVEY 
W. HUEGY and ROBERT V. 
MITCHELL, all of University of 
Ilinois 


textbook, this edition combines 
descriptive and analytical ma- 
terial and has a new emphasis 
on marketing policies and man- 
agement. Organized in five 
major parts: 1. Marketing Eco- 
nomics. 2. Functions of Mar- 
keting. 3. Institutions of Mar- 
keting. 4. Commodity Market- 
ing. 5. Marketing Policies. 


The text features these im- 
provements: Descriptive mate- 
rial condensed. Topics in policy 
section may be eliminated 
without destroying continuity 
or increased by additional 
cases, problems and readings. 
Policy chapters provide addi- 
tional material on marketing 
} t. Greater attention 
to analytical material. Current 
deve added, such as 
discount houses, suburban 
shopping centers, new types of 
wholesalers, changes in physi- 
cal handling and problems of 
marketing management. All 
factual material is up-dated. 
Contains questions and prob- 
lems for each chapter. 


ablcked April 1958 


Price to be announced 


EFFECTIVE 
PUBLIC RELATIONS 
2nd Edition 


THIS NEW EDITION OFFERS A 
comprehensive, thoughtful in- 
troduction to the philosophy, 
process, and principles of pub- 
lic relations practice. While 
weaving into the book the 
many advances made in public 
opinion and communication 
since 1951, the authors include 
more fundamental! research and 
the latest examples of public 
relations practice. 


Part I provides an overview 
of contemporary practice. Part 
II outlines, delineates, and ex- 
plains in detail the four fun- 
damental steps in the going 
public relations process—fact 
finding, planning and program- 
ming, communication, and 
evaluation. 


problems of dealing with pub- 
lics of employees, stockholders, 
community, special publics and 
the general public through 
mass media, the problems met 
and dealt with in industry and 
a glance at the opportunities 
in the field today. 


To receive approval copies promptly, write: Box 903 
PRENTICE-HALL, Inc. 


MODERN 
SALESMANSHIP: 
Principals and Case 
Problems 


by EDWIN CHARLES GREIF, Uni- 
versity of Vermont 


A BASIC TEXT FOR ALL COURSES 
in sa . It stresses the 
individual development and 
personality of each salesman 
through practical application 
of the basic techniques and 
psychological principles of sell- 
ing. It encourages the reader 
to grow th his own crea- 
tive sales thinking and indi- 
vidual self-expression, and 
places emphasis on his per- 
formance. Chapter suggestions 
and problems on what to do 
and how to do it, are designed 
to insure active oral participa- 
tion. 


Contents include: The Chal- 
lenge for Tomorrow's Sales- 
man, The Salesman Himself, 
The Company You Represent, 
Customers Have Needs and 
Wants, Know Your Merchan- 
dise, Advertising and Sales 
Promotion Help the Salesman, 
Sequence of Selling, Some Pre- 
requisites of an Organized Sales 
Presentation, Locating and 
Qualifyiag Prospects, Securing 
an Interview, How to Perform 
an Effective Demonstration, 
Objections Must be Answered, 
How to Close Successfully. 


528 
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Englewood Cliffs, New Jersey 


by SCOTT M. CUTLIP, University : 
j of Wisconsin and ALLEN H. 
| 

tions, Motorola, Inc. 

j A COMPLETE REVISION OF THE 

. most widely used marketing 

The remainder of the book 
. discusses such topics as: the : 
496 |_| es 
‘ext price $6.75 Text price $6.75 
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Timely, New McGraw-Hill Books 


MARKETING RESEARCH 


By Ricuarp D. Crisp, President, R. D. Crisp & Assoc., Chicago. McGraw-Hill Series 
in Advertising and Selling. 798 pages, $7.50 


A thorough and authoritative text providing a general introductory coverage of the entire 
field of marketing research. After an orientation, it discusses the techniques of marketing 
. research, the problem-solving process, the major elements in marketing research applica- 
tions, and looks into its future. Numerous examples are based on actual practices of well- 
managed companies. Emphasis has been placed on sales analysis. 


PROBLEMS IN MARKETING 


By Maco P. McNair, Mitton P. Brown, both of Graduate School of Business 
Administration, Harvard University; Davip S. R. Leicuton, Western Ontario 
College; and Wiisur B. ENcLANp, Graduate School of Business Administration, 
Harvard University. Harvard Business School Casebooks. New Second Edition. 
731 pages, $7.00 


A complete revision of a most successful Harvard Casebook. Practically every case prob- 
lem has been replaced by a new one, a total of go cases reflecting problems characteristic 
of contemporary conditions. For each of the case grouping, an introductory chapter is 
included to give the student useful ideas for analyzing the cases and various sections. New 
chapters have been added covering special sales promotion methods and the use of 
marketing research. 


CASES IN RETAIL MANAGEMENT 


By M. P. McNar, EvizaserH A. BurNHAM, and Anita C, Hersum, all at Harvard 
University. Harvard Business School Casebooks. 806 pages, $10.00 


Most of this entirely new case collection is drawn from large-scale institutions—department 
stores, chains, and supermarkets—where problems can be examined in the greatest detail. 
The more than 100 cases now included cover the entire range of retailing operations 
and problems, all designed to develop the student's analytical ability in the face of 
actual business situations. An introductory chapter precedes each case. 


SALESMANSHIP: Practices and Problems 

By Bertrranp R. Canrievp, Babson Institute of Business Administration. New 
Third Edition. 573 pages, $6.50 

Completely rewritten and reorganized, this practical salesmanship text now emphasizes 
selling techniques—those of sales presentation, including locating buyers, planning sales 
presentations, securing sales interviews, opening sales interviews, conducting demonstra- 
tions, overcoming objections and closing sales. Entirely new sales interviews illustrate the 


principles in each chapter. Numerous charts, graphs and forms used by salesmen have been 
included, along with realistic portrayals of salesmen at work. 


McGraw-Hill Book Company, Inc. 


330 West 42nd Street New York 36, N. Y. 
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